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Corporate websites 
Could try harder, plenty 
of room for improvement 
Pages 



US-Europe beef trade 
More legal muddle 
down on the farm 
Page 6 



Oil 

Who wins and who loses 
if today's prices hold? 
Page 11 


Italian railways 

Prodi wants to make 
them pay their way 

Page 2 



Around the world -in 10 weeks .. 

PART 10: the series ends TOMORROW ■ 
ta'a separate tabloid section ' • . 


WORLD NEWS BUSINESS NEWS 


Brussels pressed to 
launch European 
counterpart to 
Hollywood’s Oscars 


Finmeccanica and 
GEC link to launch 
first phase of 
$3.4bn partnership 


The European Commission is to be 
urged to launch European versions 
of the Oscara and Emmys, the US 
film and television awards. Michael 
Kuhn, president of the film division 
of Dutch entertainment group Poly- 
Gram, will also cal) for a European 
film school. Page 12 

Otoe branch from Yeltsin 
Russian president Boris Yeltsin 
eased a stand-off with the leg (sta- 
ture by inviting the speakers of 
both houses of parliament to meet 
him and Sergei Khiyonko, the 
prime minster-designate. Page 2; 
Ties with Russia to continue. 
Pages 

Probe urged into Algeria kBfings 
Human rights organisations called 
for an investigation into killings in 
Algeria and for a United Nations 
official to report on human rights 
abuses. Page 6 

Bolivia winds down compensation 
The Bolivian government began to 
wind down compensation paid to 
growers of coca lea? - the raw 
material for cocaine - for uprooting 
their illicit crops. Page 5 

UK rethink* war claims 
UK minWsrs are reconsidering 
their decision not to afiow up to 
25JXJ0 Individuals to claim back 
assets worth up to £33m ($55m) at 
1939 prices, which ware confis- 
cated during the second world 
war. Page 7 

Egypt bins 38 publications 
Egypt banned distribution of 38 
newspapers and magazines to an 
attempt to curb the country's 
increasingly outspoken Indepen- 
dent media. Page 6 

6 ate far UnMea left 

Lettwing parties scored gains in 
Ukraine's partomantaiy ejections, 
taking 155 of the 450 seats. Page 
2; Editorial Comment; Page 11 

Peace hope in PoOah strSos 
The Solidarity trade union started 
talks with management at Poland's 
strike-bound Rudna copper ore 
mine, raising hopes of a settlement 
to the dispute over restructuring. 
PV0S2 

ChBdrett kffied by grenade 

Two boys were Wiled in Amster- 
dam when a hand grenade they 
ware playing with exploded. 

Airtine strfts csfed off 

Unions at Olympic Airways cried 
off a strike after the Greek govern- 
ment agreed to re-examine a daft 
law to freeze wages for the state 
airline's 7.000 employees. Page 2 

Vtofin fetches record price 

A Stradivsn vtoitn was sold at auc- 
tion at Christie's in London for 
£947,500 (SI ,58m). the highest 
price paid for a musical instrument. 
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General Electric Company of the 
UK and Italy’s Finmeccanica 
defence agglomerate are poised . 
for the first stage in their proposed 
$3.4bn defence partnership. Under 
the deal, a 50/50 joint holding 
company will control their missile 
systems, naval systems, radar and 
command and control activities. 
Page 13s Comment, Page 19 

Tata & Lyle, UK sugar group, has 
won US Food and Drug Adminis- 
tration approval for the use of its 
sucralose sweetener. Page 13 

Yugoslavia's dinar was devalued 
by 45 per cent against the D-Mark 
to try to stamp out the black mar- 
ket and bring foreign exchange 
dealings under control. Page 2 

Dexia, Franco- Belgian banking 
group, is still on the acquisition 
trail despite its decision not to bid 
for French bank CIC. Page 18 

CtecSt Lyonnais is to integrate its 
UK stockbroking business, based 
on Laing & Cruickshank, into a 
Europe-wide structure. The 
shake-up wilt also split the man- 
agement of equities and derivatives 
operations. Page 18 

Zenflh D ac ti THii cs, last US colour 
TV maker, reported a 5156m 
fourth-quarter loss and outlined 
restructuring plans that would 
probably lead to “massive dilution" 
for shareholders. Page 13 

US tobacco stocks dived again on 
Wall Street as hopes of a national 
tobacco setttenwrt evaporated. At 
lunchtime. Phfflp Mortis was down 
52 at 539^ and RJR Nabisco 51 Vk 
lower at S30*. Tobacco deal ‘as 
good m dead*. Page 5 

Ubett of Canada Is raising its 
stake in Maxican fefow brewer 
Femsa Ceruaza from 22 per cent 
to 30 per cent Page 14 

ConqflJSA warned that faffing PC 
prices were eroding margins and 
would Mt ownings. The computer 
retailer's shares were off 17 per 
cert fit $21!* at lunch. Page 14 

Duty Ree Shoppers (Hoag Kong) 
has axed 220 staff because sales 
at toe privately-owned chain have 
plunged with the territory’s tourism 
and retail slump, Paga 16 

Sooth Korea's March trade surplus 
was $3.7bn - its biggest aver - 
after imports feU 38 per cent and 
exports rose 7 per cent Page 4; 
Kim Dae-Jung interview. Page 10 

08 and Natural Gas Corporation of 
India, state-owned upstream oil 
group, raised annual net profits by 
19 per cent to Rs242bn (5613m) 
despite lower oil output Page 16 

China Southern, Guangdong-based 
alrflne, booked an exceptional 
Yn 143.84m ($17.4 m) grin from 
excess insurance compensation 
after a crash last year. Page 16 
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Profit warnings hit Tokyo markets 


Collapse of Daiichi Corp rekindles fears in banking sector 


By Pan! Abrahams 

and ffltefi Tett hi Tokyo 

Japan yesterday began Its new 
financial year in Inauspicious 
fashion with a medium sized 
financial company going bust, a 
series of corporate profits warn- 
ings and fi»n« <n ttw stock and 
bond markets and th*> yen. 

Daiichi Corporation, a non- 
bank lending institution, col- 
lapsed with Y405.2bn ($3.11bn) 
worth of debts. The company, an 
affiliate of Daiichi Real Estate, a 
privately held property group, 
said its total assets were esti- 
mated at about Y350bn at the end 
of its 1997 WnanHai year cm Tues- 
day. 

Its failure rekindled fears that 

ti ghter hantr lurating could C3US8 

a spate of similar bankruptcies in 
mining months. Bank shares, 
which would be hit by such fail- 
ures, fell 4.5 per cent yesterday. 


The bad news helped propel the 
Nikkei 225 average down 17 per 
cent, or 285 points, to 16,527, 
while the yen depredated further 
against the dollar, riming at 
Y13330 in Tokyo. Bfkaru Matsnn- 
aga, finance minister, said the 
currency had fallen too far. 

The market was also buffeted 
by pr ofi t s war nings from Nissan, 
the automotive group, from 
Marubeni, thw trading company, 
and CTwraigii a leading construc- 
tion group. All three acknowl- 
edged suffering significant losses 
an their equity holdings. 

The Nikkei 225 index ended the 
ftnuTif^at year nearly 1600 points 
below its dose of ISfiOO at the 
end of the previous fiscal year. 

Marubeni warned it would 
make Y87bn of provisions, push- 
ing the trading house Into its 


first parent company net loss in 
46 years. Most of the provisions 
would be used to cover losses on 
securities holdings, but YIBbn 
would deal with losses on special 
money trusts and trust funds. A 
further Y13bn would assist 
restructuring efforts at the com- 
pany, which expected to post net 
losses of Y32bn. 

Shimizu said it would book an 
extraordinary loss of Y67 Jbn. 
Losses on securities cost the com- 
pany Y202bn and provisions for 
uncollectable debts Y47bn. The 
group warned it would make a 
parent net loss this year of 
Y140bn, and wonld cot its divi- 
dend from Y9 to Y5. 

Nissan made provisions of 
Y50.5bn to cover stock market 
losses. The automotive group 
said it would announce a further 


profits warning once it had calcu- 
lated the impact of the extraordi- 
nary loss. 

Underlining the dreadful state 
of consumer demand, the Japan 
Automobile Dealer’s Association 
announced car sales had fallen 
more than 20 per cent in March 
compared with the same period 
last year. In the last financial 
year, automotive sales had fallen 
14.6 per cent, the biggest decline 
Since 1975. 

Daiichi blamed the tighter 
lending stance adopted in recent 
months by Japanese banks for its 
failure. Tsuneo Matsuda, a 
spokesman for Daiichi, said: “Our 
company needed a lot of money 
from hanks but it was very diffi- 
cult to get it.” 

James McGinnis, banking ana- 
lyst at Dresdner Kleinwart Ben- 


son, said: “I think what happened 
today is just the beginning. If you 
keep pounding hanks with more 
losses, the weakest will not be 
able to take It" 

Shares in Daiichi’s main credi- 
tors fell sharply. Daiichi said 
Y240bn of its Y405bn were held 
by Just four banks, Mitsui Trust, 
Yasuda Trust, Nippon Credit 
Bank and Chile Trust Shares in 
Mitsui Trust, which said its expo- 
sure to Daiichi was around 
Y89bn, fell Y28 to Y285. Yasuda 
Trust dropped Y35 to Y170, Chuo 
Trust Y48 to Y44Q and Nippon 
Credit Bank Y9 to Y140. 

Yoshinobu Yamada, analyst at 
Merrill Lynch, said the banks 
Involved had almost certainly 
made large provisions against the 
exposure already, as D ail chi’s 
problems had been known for a 
long Hnw 

Buffers Wt, Page 16 
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Israel agrees to withdraw 
from southern Lebanon 

Offer conditional on security guarantees in border region 


By JMfir Dempsey Is Jerusalem 


Israel’s inner cabinet said 
yesterday it was prepared to pull 
the country's troops out of 
southern Lebanon, a declaration 
that could end two decades of 
occupation. 

It is the first time Israel has 
agreed in principle to accept 
United Nations Security Council 
Resolution 425, which in 1978 
called on Israel to withdraw 
unconditionally from southern 
Lebanon. 

The decision, unanimously 
accepted by cabinet members, fol- 
lows growing pressure from the 
Israeli public, which is no longer 
prepared to accept mounting 
casualties. 

However, it foils short of fulfill- 
ing the requirements of the reso- 
lution, since it establishes condi- 
tions for a withdrawal Israel has 
asked Lebanon to provide it with 
security guarantees by moving 
the Lebanese army into the area 
held by Israeli forces after they 
leave. 

The proposal was drawn up by 
Yitzhak Mardechai, defence min- 
ister, after weeks of discussions 
among ministers about creating a 
framework tor a withdrawal from 
Lebanon. 

Israel Invaded Lebanon in 1978 
to oust Palestine Liberation 


Organisation forces. After with- 
drawing from Beirut and other 
areas, Israel carved out a 15km 
self-declared security zone in the 
south of the country, which it 
said was necessary to protect its 
northern border from guerrilla 
attacks. 

Since then, Hlzbollah, Leban- 
ese Shi a militants have waged a 
low-level guerrilla war against 
the Israeli-backed South Leban- 
ese Army in a bid to end Israeli 
occupation. 

Benjamin Netanyahu, Israeli 
prime minister, called on Leba- 
non to enter into negotiations. “It 
might take time. But we are abso- 
lutely serious. We want to get out 
of Lebanon,” he said. 

"But Elias Hrawl, Lebanese 
president, said he had no inten- 
tion of meeting Israel's security 
demands and called on Israel 
simply to leave, in full compli- 
ance with resolution 425. 

“If Israel wants to withdraw, 
all It has to do is do that, because 
we want to implement interna- 
tional resolutions,” he said. “We 
will not negotiate for one second 
over resolution 425. If we 
did . . . then it would become 
null" Mr Hiawi added. 

Lebanon, in any case, cannot 
agree to any Israeli conditions 
without agreement from Syria, 
the country’s power-broker. 


Syria intervened in the Leban- 
ese civil war in 1976 and since 
then has stationed more than 
35.000 troops in the country. 
Damascus has repeatedly said an 
Israeli withdrawal from Lebanon 
must be linked to negotiations 
over the Golan Heights, which 
Israel captured from Syria in a 
1967 war. 

Mr Netanyahu said be hoped 
international pressure would per- 
suade Syria and Lebanon to 
accept the withdrawal offer, in an 
effort to put the anus of securing 
peace on them. 

But Syrian and Lebanese off- 
icials are suspicious of Israel’s 
motives, believing the offer is an 
attempt to deflect attention from 
the impasse in Israelt-Falestinian 
peace negotiations. 

They have been frozen for 
more than a year after Israel 
started building a Jewish settle- 
ment in Arab east Jerusalem. 

Mr Netanyahu said Israel was 
not toying to “bypass the other 
{peace] processes". But Mr Hrawl 
said he did not see in the with- 
drawal “the peace that we want 
for the whole Middle East 
region". 

Soane 875 Israeli soldiers, 290 
SLA troops and thousands of 
Lebanese civilians have been 
killed in fighting in the country 
hi the past 20 years. 


OECD urged to set 
governance standard 


ByJnaUatllasQablMWaaa ' 
Wll Bara Lewis In New Yotk 


Experts appointed by the 
Organisation for. Economic 
Co-operation and Development 
have called for creation of mini- 
mum international standards cen 
corporate governance. 

If the recommendations of the 
six “wise men" from the leading 
Industrialised nations are agreed 
by the OECD, they could form 
the first set of internationally 
recognised corporate governance 
guidelines 

The report* calls on the OECD 
to draw up standards to promote 
“fairness, transparency, account- 
ability and respons&ffity”. It also 
mils for a voluntary code of best 
practice to improve boardroom 
responsibility and independence, 
and encourage disclosure by 
international companies. 

Ira Mnteteln. chairman of the 
advisory group and senior part- 
ner at Well Gotshal & Manges, 
the US law firm, said the report 
was likely to be adopted at the 
end of tfri* month. 

He said the “two legs* on 
which the report stands were 
“having a board which is capable 
of being independent of manage- 
ment, plus a recognition that the 
pete star is the shareholder". 

In treading a difficult path 
through the varied practices of 
the OECD’s member countries, 
the report is keen to reject a 
“one-size-fits-an" approach to 
governance. 

gay Adrian Cadbury, a member 


of the gnrap and author of a 
high-level corporate governance 
report in the UK. said any code 
bad to recognise the differences 
between member states: “What 
we are looking for is operational 
convergence." 

In spite of this, the report's 
focus on the importance of share- 
holder value is likely to be seized 
on by supporters of the 
“Anglo-Saxon* approach to cor- 
porate governance. 

The repo rt warns that unless 
companies adapt to “efficient 
governance practices”, access to 
capital markets may be 
restricted. Mr Mfllstaln said if a 
corporation is going to perform 
wefi its “best bet is to recognise 
shareholder value and have ~a 
board capable of Independence. 
After that, we are saying: go fig- 
ure it out for yourself." 

It calls on member govern- 
ments to create a better regula- 
tory framework to allow compa- 
nies to compete while rejecting 
further regulation. 

The last of the three central 
recommendations stresses the 
Importance of society at large, a 
move which win be seen as a sop 
to the stakeholder-based view of 
many in continental Europe and 
Japan. 

* Corporate Governance: hnprot* 
ing competitiveness and acce s s to 
capital in global mark ets. OECD 
comxrrumcations division, tel' (00 
33 1) 45 24 SO 88/80 89; e-mail 
neun.cotttactQoeed.arg 
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Yeltsin moves to end battle over PM 


By chrysfia Freeland in Moscow 

Boris Yeltsin eased a 
stand-off with the legislature 
yesterday by inviting the 
speakers of both houses of 
parliament & meet him and 
Sergei Kiriyenko, the prime 
minister-designate. 

The president’s concilia- 
tory gesture persuaded par- 
liamentarians to back off 
from their threat to ask the 
Kremlin formally to with- 
draw its nomination of Mr 
KIriyenko, an inexperienced 
35-year-old, as Russia's next 
prime minister. 

In a further effort to sub- 


due the parliamentarians, 
Mr Yeltsin will hold today's 
meeting at his residence out- 
side Moscow, a venue nor- 
mally reserved for visiting 

hpori«= of state. “I understand 

it to mean the president Is 
ready to listen to his 
guests." the chief Kremlin 
spokesman said. 

The invitation Is a further 
signal that the president, 
who last week dismissed his 
entire cabinet, intends to 
reassert hims elf as Russia's 
do minan t politician. With 
his offer of a meeting, Mr 
Yeltsin is seeking to appease 
parliamentary leaders. 


angered by his decision to 
nominate the former fuel 
and energy minister to the 
country's number two job. 

Parliament, which will 
begin to debate Mr Kiriyen- 
ko’s candidacy tomorrow, 
has the right to reject the 
president's choice. But if the 
legislature refuses his candi- 
date three times In a row, 
the president can dissolve 
parliament, a threat which 
would turn the current game 
of brinkmanship into one of 
the most serious political cri- 
ses Russia's young democ- 
racy has experienced. 

Today’s scheduled meeting 


wi& give Mr Yeltsin a chance 
to directly exert his powers 
of persuasion on Gennady 
Selezniev, the Communist 
speaker of the Duma, the 
lower house of parliament, 
and Yegor Stroyev. the head 
of the upper chamber. 

The Duma called on the 
president yesterday to hold 
even broader consultations 
on his choice of cabinet min- 
isters, asking him to con- 
vene "round-table" discus- 
sions with Russia's leading 
political parties. 

Parliament also warned 
that it might seek to 
strengthen its hand by drag- 


l % a “ e And the next task: making 

poll gives ,, , , , . 

the left Italy s trains run on time 

|_ ■ • c The challenges of Emu membership will highlight the crisis 

Dig gdllla facing the country’s railways, writes James Blitz 


By Charles Clover In Kiev 

Leftwing parties scored big 
gains in Ukraine's parlia- 
mentary elections, nearly 
complete official results 
showed yesterday. 

The Communist party 
received 123 parliamentary 
seats, over a quarter of the 
total of 450. with their left- 
wing allies, the Social- 
ist/Peasant bloc, winning 32. 
This increases the strength 
of this core leftwing group to 
155 seats (112 in the outgoing 
parliament), but is still not 
enough for a 226-seat major- 
ity in the parliament, neces- 
sary to block or pass legisla- 
tion. 

Other leftwing and cen- 
trist parties with which the 
left could form coalitions, 
also did well. Their com- 
bined weight could continue 
to block the passage of key 
reforms, such as spending 
cuts and privatisation, 
which Leonid Kuchma, 
Ukraine's president, has 
been seeking for years. 

Next Tuesday, an Interna- 
tional Monetary Fund team 
is due in Kiev to check on 
Ukraine's progress in fulfill- 
ing the terms of a $585m 12- 
month stand-by loan, 
suspended last month 
because of the country's fail- 
ure to meet macroeconomic 
targets. 

The stand-by arrangement 
will be hard to reactivate 
because of a large pre-elec- 
tion budget deficit, but some 
experts say Ukraine might 
be given a shot at a longer- 
term Extended Fund Facility 
(EFF) of up to $2.5bn over 
three years . 

The EFF would be tied to 
Ukraine's ability to fulfil a 
more ambitious programme 
of structural reforms than 
the stand-by arrangement 
involved, including deregu- 
lation of the economy, tax 
reform and privatisation. 
But a coalition of leftwing 
forces could bring this pro- 
gramme down. 

In addition to the Commu- 
nists and the Socialist /Peas- 
ants, six other political par- 
ties picked up large blocks of 
seats. 

Some represent potential 
partners for the core left 
wing of the Communists and 
the Socialist/Peasants. 

These are the pro-govern- 
ment Green party (19 seats); 
the pro-government Popular 
Democratic party (28); the 
centrist Social Democratic 
party (17); the centre-left 
Hromada (Community) 
party. (23); the leftwing Pro- 
gressive Socialist part)-. (16), 
and Rukh, the nationalist 
party, (46). 

Independent candidates 
won 114 seats. Thirty-two 
seats remained unaccounted 
for last night. 
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R omano Prodi. Italy's 
prime minister, has 
recently taken on the 
formidable task of trying to 
turn round his country's 
chronically inefficient rail- 
way system. 

Mr Prodi has been politi- 
cally strengthened in recent 
days by the achievement of 
I Italian entry into the Euro- 
pean monetary union. But 
the task of reforming the one 
public sector organisation 
that Italians hate more than 
any other will demand grit 
anri determination even by 
his standards. 

Although the Femme 
dello Stato (FS) was suppos- 
edly renowned in Mussolini's 
day for r unning on time, the 
state-run service has been in 
a steep decline in recent 
years. 

Throughout the post-war 
period its management has 
been largely unconcerned 
with r unning an efficient 
business. Instead, the rail- 
ways were, for decades, 
viewed by the political estab- 
lishment as a mechanism far 
providing building contracts 
for business associates and 
jobs to constituents. 

Not all FS managers have 
been corrupt But among its 
recent chiefs, one was shot 
dead by Mafia associates at 
his summer villa and 
another was led out of the 
office in handcuffs. 

Decades of corruption 
have left Italy with a net- 
work that urgently needs to 
be turned round. Two Issues 
are of particular concern. 

First, the FS is proving a 
huge drain on Italy’s public 
finances. Altho ugh final fig- 


ures for 1997 have not been 
published, the network is 
thought to have incurred 
losses of L6,000bn ($3.3bn) 
last year, around 0.3 per cent 
of the country's gross domes- 
tic product. This is despite 
investment and management 
subsidies by the state last 
year of a aimilar amount. 

The figures are so large 
that a recent report by Euro- 
pean Union finance minis- 
ters expressed concern about 
the Impact they could have 
on Italy’s budget deficit The 
report singled out reform of 
the FS as "one of the major 
challenges for government 
action in the next few 


T he second concern is the 
burden that an ineffi- 
cient railway will place 
on Italian competitiveness 
from January next year 
when the single currency is 
launched. The current sys- 
tem is dogged by derail- 
ments and cancellations 
because .of decaying Infra- 
structure. Moreover, unlike 
France, Germany and even 
Spain. Italy has not yet got 
round to developing a 
high-speed freight railway. 

A new management team 
brought in by Mr Prodi In 
recent months - Gian carlo 
Cimoli as chief executive 
and Claudio Dematte as 
chair man - has made some 
headway in reshaping the 
balance sheet. 

Years of mismanagement 
and the power of the unions 
have allowed the FS's costs 
to escalate. Train drivers 
have had a 41 per cent pay 
increase in the last six years. 


Hopes rise of end to 
Polish copper strike 


By Christopher Bottinsid 
In Warsaw 

Hopes rose yesterday of an 
early end to Poland's first 
industrial stoppage in a 
large listed company with 
employee shareholders. Offi- 
cials of the Solidarity trade 
union started talks with 
management at the strike- 
bound Rudna copper ore 
mine. 

The mine is the largest of 
the three at KGHM, a copper 
combine which accounts for 
3.5 per cent of world copper 
output. 

“Our minimum demand is 
that restructuring plans 
should be held up for a 
month.** said a spokesman 
for the Rudna strikers just 
before the talks were due to 
begin. 

He explained that this 
would give time for the com- 
pany's new supervisory 
board to examine the strat- 
egy. The board was 
appointed recently by the 
new Solidarity-led govern- 


ment, which still holds 52 
per cent of the company's 
equity. 

The strikers have been 
demanding that manage- 
ment drop restructuring 
plans which centre on the 
gradual transfer of several 
thousand of KGHMfe 20.000 
or so employees to lower- 
paid jobs in company-owned 
subsidiaries. 

The strategy is crucial to 
continued profitability at the 
company, which has been 
hit by a weak world copper 
price and the recent appreci- 
ation of the zloty. 

In an apparent sharpening 
of the conflict which so for 
has affected only the 4,400 
workers at Rudna. manage- 
ment warned yesterday that 
job cuts would follow if the 
strike continued. 

But even before the talks 
began, the KGHM share 
price rose yesterday on the 
Warsaw bourse by 9.5 per 
cent to reach 12.7 zlotys 
($3.70) per share. The rise 
contrasted with an 8 per 


cent foil in the share price 
after the weekend, when the 
miners voted for the strike. 

These share price develop- 
ments will have been keenly 
watched by the 37,500 
employees of KGHM and its 
subsidiaries, as well as 11,000 
pensioners, who were 
handed 15 per cent of the 
company's equity, or 30m 
shares, when It was floated 
in Warsaw and on foreign 
exchanges last summer. 

Under the terms of the flo- 
tation. the employee stake, 
worth a total of $lllm at 
yesterday's prices, cannot be 
traded until July 1999. 

In many cases, the stakes 
are considerable as 40 per 
cent of those entitled by 
length of service at KGHM 
to the handout received the 
largest possible allocation of 
810 shares each, worth 10,287 

zlotys at yesterday's price. 

This compares with an 
average monthly gross wage 
at KGHM of 2,500 zlotys. 
KGHM reported a 485m zlo- 
tys net profit last year. 


ging out the prime minis- 
ter's confirmation hearings, 

raising the possibility that 

the first vote on his candi- 
dacy might be postponed 

untfl next Wednesday. 

Western economists have 
warned that the wrangling 
could delay important struc- 
tural and financial reforms. 
They expressed their con- 
cern just as the reform fac- 
tion. which fears it may lose 
ground in the current cabi- 
net shuffle, became 
embroiled in a political con- 
flict in nnp of its flagshi p 
regions, Nizhny Novgorod. 
The dispute in the home 


town of Boris Nemtsov, the 
acting first deputy prime 
minister, intensified yester- 
day when the local electoral 
commission cancelled the 
results of a weekend may- 
oral election. 

Nizhny Novgorod stunned 
the reformist by electing as 
mayor Andrei KHmentiev, a 
local entrepreneur who is 
the subject of a criminal 
investigation. The electoral 
commission justified its deci- 
sion to the vote and 

call new elections on the 
grounds that violations had 
been committed daring the 
election campaign. 


during which period infla- 
tion was 27 per cent. Italian 
rail fares are around a third 
the price of German rail 
fores over a given distance. 

The new management has 
managed to persuade the 
unions to accept new con- 
tracts that require them to 
work longer hours. Fares 
should also go up this sum- 
mer to increase revenue. 

But this is only a start and 
the new management now 
wants to implement two big 
reforms to underpin the 
tum-around. 

The first Is to have sepa- 
rate accounting operations 
for track, passenger services 
and local services. This is 
now required by European 
competition law and legisla- 
tion Implementing the 
change was app ro ved by the 
Italian cabinet last week. 

The second tagic is to build 
a high-speed link from Lyons 
in France to Trieste in the 
Italian north-east, covering a 
region that accounts for 50 
per cent of Italian GDP. The 
problem is that local coun- 
cils have slowed down the 
development of the link, 
dragging their feet over 
whether track caw be l aid in 
their districts. 

The French authorities 
have made it clear that if 
there is no progress on get- 
ting the go-ahead for the 
Italian link soon, they will 
build a high-speed link to 
the east via Strasbourg and 
Munich, bypassing Italy alto- 
gether. 

Mr Dematto hopes enough 
progress can be made for an 
outline proposal an the Ital- 
ian part of the link to be 
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shown to the French before 
the end of the year. 

One question hangs over 
these reforms. Will Mr Prodi 
back FS management all the 
way if, as expected, the train 
drivers’ unions decide to 
block change? Much depends 
on whether he can keep 
strict control over the com- 
plex centre-left coalition that 
put him in power, some of 
whose members would be 
unwilling to back a conflict 
with the unions. 

For the moment, however. 
Mr Dematte is willing to 
sound firm; “The country 
wants a rail service that 


works. The unions must 
realise that we are prepared 
to be tough if they don't talk 
reasonably about the 
changes we want to make." 

And he is prepared, too, to 
spell out the danger if 
reform is stalled. - - ••••* 

“Hie Italian state railway 
is an organisation that will 
shut down in 2005 if we 
haven’t turned it around. 
The network wQl be on its 
knees. The state will be los- 
ing more and more money. 
Passenger services run by 
our European partners will 
be dominating the few good 
lines that are left." 


Belgrade moves 
to control dinar 


By toy Dhuuotb in Belgrade 

Yugoslavia's government 
devalued the dinar by 45 per 
cent against the D-Mark yes- 
terday in an attempt to erad- 
icate the black market and 
bring foreign exchange deal- 
ings under the control of the 
official banking system. 

The dinar, which had been 
fixed at 3.3 to DMl since 
November 1995, was set at a 
new rate of 6.0. 

The move had an immedi- 
ate impact on inflation, ' 
which showed a moQ.th.-aa- 
manth rise of 3J5 per cent in 
February. Private shops yes- 
terday raised the prices of 
imported goods by around 10 
to 25 per cent, while the gov- 
ernment raised the cost of 
petrol by neatly 20 per cent 

Dusan Vlatkovlc, govanor 
of the central bank, said the 
government would restore a 
tight monetary policy. 

Price rises should be lim- 
ited, He said, since the econ- 
omy had effectively been 
functioning at an exchange 


rate of over five dinars to 
the mark. But economists 
said the Socialist-led govern- 
ment risked sparking further 
social unrest if wages and 
pensions did not rise accord- 
ingly. 

Traders on the illegal 
street market were thrown 
into confusion by the devalu- 
ation. which followed 
repeated official statements 
that the Tate would not 
change. Dealers were offer- 
ing the same as the new offi- 
cial rate bat predicted that 
within days the dinar would 
shp on the black market. 

Mr Vlatkovlc said the com- 
bined foreign exchange 
reserves of the central and 
inimmaclnl banks wwmnrifari 
to current money supply of 
about 9bn dinars and would 
be enough to sustain the 
new rate. Yugoslav citizens 
are restricted to buying 
DM500 a year. 

Most commercial banks, 
overburdened by non-per- 
forming debts, have no for- 
eign exchange to sell. 


Tensions grow on French bank rescue 


By Andrew Jack hi Paris and 
Emma Tucker to Brussels 

Tensions between France 
and the European Commis- 
sion increased yesterday as 
the government In Paris 
suggested Brussels was 
responsible for delays in the 
approval of a new rescue 
plan for Credit Lyonnais. 

Dominique Strauss-Kahn. 
economics, finance and 
industry minister, said he 
had sent a letter to Brussels 
last week responding to out- 
standing questions raised by 
the Commission, and was 
now awaiting a reply. 

He was speaking after 
Karel Van Miert, European 
competition commissioner, 


said on Tuesday that propos- 
als made by France in 
exchange for revising the 
original 1996 FFrtSbn rescue 
plan for the bank were insuf- 
ficient Mr Van Miert gave 
Paris one month to come up 
with a better offer. 

Last week, he suggested 
the 1997 results unveiled by 
Credit Lyonnais were “Ille- 
gal” because they incorpo- 
rated changes to the rescue 
plan which had not yet been 
approved and which cut the 
bank’s costs by FFr3bn 
(5490m). 

Officials in Brussels indi- 
cated that a letter received 
from the French authorities 
on Monday entirely failed to 
address tiie nub of its con- 


cerns about the restructur- 
ing of credit Lyonnais. 

Officials in Paris said yes- 
terday that another letter 
had been sent to Brussels on 
Tuesday, ahead of Mr Van 
Mlert’s latest remarks, 
which they hoped would pro- 
vide the basis for agreeing a 
revised plan. 

Mr Van Miert is insisting 
that extra state aid should 
not be given to credit Lyon- 
nais without a strict assur- 
ance that the bank will be 
privatised on certain terms, 
and a commitment to sell a 
wide range of its assets 
inside and outside Europe. 

He has expressed frustra- 
tions over the negotiations, 
accusing Paris of failing to 


respond rapidly and ade- 
quately to Brussels' 
demands for new measures 
to compensate changes to 
the plan, which could ulti- 
mately cost the French tax- 
payer double the original 
amount approved. 

“The letter summoned the 
French government to make 
proposals which make the 
aid acceptable," said a Com- 
mission official in Brussels. 
"After one month we will 
deliver a verdict on Credit 
Lyonnais on the basis of 
what we already have." 

Mr Van Miert has made it 
clear that what has been 
offered so for is insufficient 
Officials said the Commis- 
sion was not necessarily 


waiting for a whole new 
restructuring plan; a letter 
specifying commitments 
could be sufficient 

"All that matters is that 
our concerns are addressed, 
particularly on the Issue of 
privatisation and extent of 
the remedies," an official 
said. 

The present leftwing 
French government argues 
that the protracted negotia- 
tions have been largely nec- 
essary to modify the 1995 
plan drawn up by their cen- 
tre-right predecessors. The 
points raised by Brussels are 
also believed to refer to a 
subsequent revised business 
plan submitted last autumn 
by the present government. 


NEWS DIGEST __ . 

ARMENIAN EUOT0N 

Kocharyan’s victory gets 
clearance from OSCE 

international observers save Aimento** presidential afectiora a 
cautious nod of approval yesterday end confirmed thevfcsory 
of the acting president. Robert KoeTar ysn. 

The statement from the 140-stronsrobsenrer mission foam 
the Organisation for Security and Co-operation In Etrope 
(OSC£) called the final round "a step forward . . towardM 
functioning democracy". But campaign Officiate lor toe kabg 
opponent and termer Ccwimunat party leader. Karan Dwt*- 
chyan, said there were too many jrregtrfaritiea ter to* vote to 
be considered valid. 

"These elections wan neither free nor fak * raid Wk Dwnb- 
chyan's campaign director. Armen Khatchrtwyan. compfcfc- 
mg of widespread ballot boa stuffing and tratiMWaUon of ved- - 
am and ejection officials. 

Mr Kocharyan, a nationatot from toe tfisjwted region of 
Nagorno-Karabakh that lies within Azerbaijan, ~bMths rival' by 
a 20 peroentaga point margin, caphaing 5943 per cent of the 
votes compared with Mr Demkchyan'e <0.67 percent 

The head of the OSCE observer irtsaton. Sara Brown, said 
irregularities In the elections did not affect the outcome. Other 
independent western observers were outraged by it* OSCE 
statement and said it did not reflect what they had seen. 
SaHna WBBatns, Yerevan 

OLYMPIC AIRWAYS - 

Greek airline strike averted 

Unions at Olympic Airways yesterday caBed off a strike 
planned for today after Greece's SodaSat government agreed 
to a fufi parttemerrtary debate on a draft tew to freeze wages 
and cut beneffls for the State airline's 7.000 employee*. 

The government earlier said it would use en emergency 
procedure to pass measures that Olympic’s unions had 
rejected in talks with the transport ministry. The concession 
gives Tasos Mantefa. transport ministar, an opportunity for 
fresh talks with unions before next week’s three-day debate. 

Olympic’s workers are contesting proposals for a three-ywa 
wage freeze, a 45-hour woridng week and cuts In allowances. 
Mr ManteSs aid the wage agreement "has to go through 
before a rescue plan for Olympic can be Implemented”. 

The Socialists' plans for public sector and labour market 
reforms have provoked widespread opposition. A bomb 
exploded yesterday at the labour ministry buHcflng, damaging 
the offices of MRttedas Rapaktanou. the minister, but (fid riot 
cause any Injuries. Kerin Hope, Atiwna 


ROMANIAN POLITICS • • . 

New candidate for premier 

Redu Vasiie. an economist and secratvy-general erf Roman- 
ia's National Peasants’ paly, was nominated last night by the 
party as Its candidate to be the country's next prime minister. 

His nomination is expected to be confirmed today by Presi- 
dent Emil Gonstantinescu, who is seeking an urgent resolution 
to the country’s poBtical crisis, which on Monday brought the 
collapse of the go v ernment of Victor Clorbaa. The Peasants 
party, of which Mr Clorbea was also a member, is the largest 
party in parliament 

Mr Vasils is expected to put together a government from 
the parties that formed the previous ooafftfM-IrKducflhgJto 
Liberals, the ethnic Hungarian alliance and foe Democrats. 

Mr Vasiie, 55, was an economics professor before the col- 
lapse of the communist regime at the end of 1989. Once 
nominated by President Constantinescu. he wffl have 10 days, 
undo’ the tenms of the constitution, to win parliamentary 
approval for his cabinet and for the new government’s pro- 
gramme. Kevin Done, East Europe Correspondent 


AUSTRIAN COALITION 


Parties at odds over Nate 

The two Austrian government coalition parties failed yesterday 
to reach a joint position on defence policy because they could 
not agree on whether to seek Nato membership. The Social 
Democrats of tha chancellor. Viktor Kkma, rejected the 
demands of the conservative People's party, their Junior part- 
ner. to put Austria on track towards joining Nato. 

The Social Democrats insisted on sticking to a policy of 
neutrality and working towards the creation of a joint Euro- 
pean.security policy. Wolfgang SchOsset toe foreign minister 
and chairman of toe People's party, said toe failure to agree 
on a joint report was “tragic". 

The tight .over Nato has dominated Austrian politics for 
months. A majority of Austrians reject Nato membership even 
though the alliance is taking in neighbouring Hungary and the 
Czech Republic. Eric Frey, Vienna 


BASQUE BOMBINGS 

Eta blamed for fresh blasts 

Bombs exploded at the homes of four local politicians of the 
rvffing Popular party in Spain's Basque country early yesterday 
in attacks blamed on the armed se paratis t group Eta. 

One person was sflgfrtty injured in toe wave of explosions, 
which occurred at entrances to houses and apartment blacks 
where Popular party officials Hved, authorities said. 

Spain’s interior minister, Jaime Mayor Oreja, called the 
bombings an "act of revenge" by Eta for e recent police 
crackdown that has resulted In needy a dozen arrests and led 
to the dismantling of two of the group's commando units. 
Routers, San Sebastifin 

GERMANY AND EMU 

Court statement on euro 

Germany's constitutional court has signalled that it wffl make 
a statement today about suits tiled against the Introduction in 
Germany of toe euro, toe planned European single currency* 

A number of complaints have been submitted to toe court 
including one filed in January by kata' professors who are 
seeking to delay toe planned starting date of January 1, IS" 
ksrEuropean economic and monetary union (Emu). 

They have requested an Injunction to prevent the euro 
gwig ahead before toe court reaches a final decision. 

Today's announcement will be the court's first pubfle pro- 
nouncement on toe euro complaints and could establish 
whether it beUeves there is a case to be made against the 
single currency. Peter Norman, Bom 

BJROPEAN ECONOMIES 

— llu — imi — -- nuw — — 

Growth picks up in EU 

Groes domestic product of the 15-nation European Union 
rase 2.6 per cent fri 1997, up from a rise of 1.7 per cent a 
year earlier, toe BJ's statistical office Eurostat, announced 
yesterday. 

AH member states recorded an increase in GDP, wKh 
irefcnd having the highest growth of 8.3 per cent. • 

•toy recorded the lowest Increase, 1.4 per cent, but 
was still a rise from 0.7 per cent In 199a AP, Brussels 
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j»ECH FIHAH CES cab inet may have to resort to new bonds and loans after the disclosure of extra state burdens 


Prague seeks cash after debt shock 


By Jos Cook in Pragu 

The Czech finance minister 
Ivan Pilip, is to ask his cabi- 
net colleagues to consider a 
mix of bonds and loans to 
help finance hitherto undis- 
closed public debts with a 
face value of KClTObn ($sbn) 
that were amassed under the 
last government, led by Vac- 
lav Klaus. 

News of the debt, which is 
equal to some 10 per cent of 
gross domestic product and 
which has never been acc- 


ounted for in the s tate bud- 
get, took analysts by sur- 
prise. “What this indicates is 
that Grech fiscal policy is a 
lot looser than was common- 
ly imagined," said an econo- 
mist with a US investment 
bank. “It also raises the 
question of transparency.” 

According to official statis- 
tics, the state budget had a 
surplus every year between 
1993 and 1995 and deficits of 
less than one per cent of 
GDP in 1996 and 1997. 

Mr Klaus, whose govern- 


ment collapsed last autumn 
amid a party funding scan- 
dal, was once renowned for 
his professed belief in bal- 
anced budgets. 

Of the KClTObn debt, Mr 
Pilip says that KC107.6bn is 
Irrecoverable and uncovered 
by provisions. The shortfall 
is equal to 6.4 per cent of 
GDP, or about half as much 
again as the Czech Repub- 
lic's hitherto officially recog- 
nised public debt 

The bulk of the debt is car- 
ried by three state institu- 


tions that were established 
at the beginning of economic 
reforms to ease the country’s 
transition from wunyiumigm 
to capitalism. 

Konsolidacni Banka, a 
finance ministry bank set up 
to relieve the banking sector 
of communist-era loans, 
holds K£49.2bn of receive- 
ables. Casks Inkasni, which 
took poor quality assets 
from the state-owned CSOB 
Rank, holds K£20.7bn. Ceska 
Financi, a central bank 
vehicle for taking bad loans 


from troubled banks, is bur- 
dened with KCmbn. 

The remain der is attribut- 
able to the state-cun Export 
Guarantee and Insurance 
company, the state’s Czech 
Export Bank and a state 
guarantee scheme run by 
the central bank far “stabi- 
lising” the banking sector. 

Mr Pilip is proposing that 
the debts be gradually con- 
solidated into a new entity 
over the next three years, 
and that the shortfalls be 
financed by bonds or loans. 


“The plan is to create an effi- 
cient and dear administra- 
tion and to prevent further 
hidden fiscal risks." he said. 

As yet, there is no indica- 
tion whether the proposed 
bonds or loans would be 
raised on the domestic or 
international capital mar- 
kets, or both. 

If the government opts for 
loans, it would incur addi- 
tional annual debt Servicing 
costs of up to K£14bn, equal 
to 0.8 per cent of GDP. 
according to one economist 


Deal with Turkish prisoners set 
to bring end to hostage crisis 


By KeBy Couturier in Ankara 

Turkish inmates linked to a 
far-left urban guerrilla group 
yesterday released u prison 
staff whom they had held 
hostage and were expected 
to end their protests after 
reaching an agreement with 
the authorities. 

About 350 Inmates had 
been holding more than 50 
jail guards in 10 prisons in 
protest at the transfer of 
prisoners to different jails 
and at plans to replace open 
dormitories with individual 
cells. 

Ferzan Citid. the Istanbul 
state prosecutor who medi- 
ated in the two-day crisis, 
said the 10 prisoners affected 
by the contested transfer 
would be allowed to move to 
prisons near their families. 

There was no word of inju- 


ries in the prisons, but the 
state-run Anatolian news 
agency said one guard. Sela- 
hattih Keskin, had been 
freed from Bursa jail in west- 
ern Turkey after falling ilL 

The guards wore seized on 
Tuesday at prisons in Buca, 
Bergama, Istanbul, Ankar a, 
Sakarya and Cankiri, by 
prisoners demanding a halt 
to transfers of inmates from 
Buca Prison. 

Oltan Sungurlu. justice 
minister, said the decision to 
transfer the prisoners out of 
Buca would not be reversed. 
Earlier, he bad ruled out' 
aimed intervention by secu- 
rity forces to free the guards. 

The inmates involved in 
the hostage-taking are 
linked to the Revolutionary 
People's Liberation party 
Front (DHKP-C). It is an 
urban guerrilla movement 


which grew out of the Revo- 
lutionary Left (DEV-SOL) 
organisation that flourished 
in the 1970s. 

The group has assassi- 
nated politicians, prosecu- 
tors, police and other mem- 
bers of the security farces, as 
well as top industrialists. It 
bag also targeted Americans. 

Turkish prisons have often 
been the scene of unrest 
organised by Inmates who 
belong to various armed 
guerrilla movements. Con- 
tact among inmates is matte 
easier by the fact that pris- 
oners are often held in dor- 
mitory-type cells holding 
10-60 people. Prison officials 
report that weapons, drugs 
and mobile phones are easily 
smuggled into prisons. 

Claiming that the latest 
crisis showed a clear com- 
munication network among 



imwatps jn diffe rent, prisons, 

Mesut Tilmaz, the p rime 
minister, said action must-be 
taken to prevent armed 
groups flourishing while 
behind bars. 

Inma tes have staged fre- 
quent hunger strikes and 
other protests to protest 
against plans to introduce 
individual cells or to call 
attention to poor living con- 
ditions ?ud brutality inside 
Turkish prisons, which cur- 
rently hold an estimated 
60,000 prisoners. 

Last January, more than 
100 prisoners, mostly belong- 
ing to gtttremp left or pro- 

Kurdish guerrilla groups, 
staged a 55-day hunger 
strike in several prisons in 
protest at conditions. In July 
1996, 12 tnmatA« died in a i __ 
s imilar strike which lasted IstanbtJ pofce drag away students attempting to demonstrate in 
69 days. support of yesterday's prison revolt AP 


Brussels outlines rail freight competition targets 




By Mdtael Smith In Brussels 

The European Commission 
yesterday outlined targets 
for opening up rail freight 
networks to competition, as 
part of a drive to revitalise 
the rail sector and halt a fall 
in its share of the transport 
market. 

The European Union exec- 
utive wants a quarter of the 
freight market in each mem- 


ber state to be available to 
operators other than the 
incumbent, usually a state- 
owned monopoly, within 10 
years. 

The liberalisation would 
be achieved in stages, 
starting with 5 per cent 
immediately. The targets are 
bound to cause con trove rs y 
in countries including 
France, where state-run 
companies guard their 


monopolies jealously. 

In a report yesterday, the 
Commission argued radical 
change was needed for the 
rail gpg t p r to tackle a threat 
to its existence beyond the 
next century. Neil Kin nock, 
transport commissioner, said 
that on present trends, rail’s 
future was bleak. Big 
changes were needed. 

The Commission that 
more than 500,000 railway 


jobs had been axed over the 
past 15 years and many rail 
companies were saddled 
with debts which hindered 
them from making the 
investments they needed to 
expand. 

In 1991, the EU approved 
legislation designed to 
improve the tail sector’s for- 
tunes by introducing compe- 
tition and reducing railway 
companies’ debt The legisla- 


tion aimari to ensure service 
operators were independent 
of infrastructure managers, 
to avoid potential conflicts of 
interest. 

Yesterday's report said 
these policies had not been 
implemented properly and 
further measures were nec- 
essary. The Commission 
would publish in May a 
package of measures clarify- 
ing the rules on access far 


newcomers, which it said 
were too vague. 

These would include 
guidelines on infrastructure 
charges and allocations, and 
tighter rules on rail network 

manageme nt 

In summer, the Commis- 
sion intends to propose 
revised rules on railway fin- 
ancing, covering public ser- 
vices and state aid for rail 
and road transport. 


Dutch cartels 
under thumb 
of the NMA 


By Gordon Cramb in Ihe Hague 


Staff at the NMA, the new 
Dutch competition author- 
ity. were bleary but busy 
yesterday. Its doors had been 
open until midnight to 
receive the last in a stream 
of applications for exemption 
under sharply tightened car- 
tel rules. 

Companies had been 
warned that missing the 
deadline meant they had 
little chance of continuing 
any cosy relationship with 
others in their sector. 

The fact that a central 
government agency was 
open in the evening - some- 
thing unheard of in the nin e- 
to-four Netherlands - was a 
signal that the three-month- 
old NMA intended to do 
t.hing w differently. 

But demand for that ser- 
vice, with couriers arriving 
every few minutes, indicated 
that man y in Dutch business 
remained anxious to pre- 
serve their own trading 
arrangements as they were. 

By Monday, officials had 
received 108 applications far 
cartel exemption. Yesterday 
they had lost count, 
although one said that figure 
had been exceeded “many 
times over”. 

Until this year, cartels 
were accepted unless 
expressly forbidden. That is 
now being brought into line 
with European Union prac- 
tice. Price arrangements will 
be sanctioned only for sound 
reasons, such as when two 
companies combine In a 
costly product development 
project 

Still, there r emain numer- 
ous sectors where prices are 
in theory free but those seek- 
ing to undercut the going 
rate are kept out of the door 
by other means. 

For example, it may be 
possible to buy a residential 
property in Amsterdam 
without paying the standard 
2 per cent commission to an 
estate agent who finds it but 
the NVM association of prop- 
erty brokers protects its 
patch by denying non-mem- 
bers access to the newest 


homes on its database. 

Daily newspapers, which 
derive advertising revenue 
from NVM members, 
recently refused to accept an 
advertisement promoting the 
Waningkrant, a publication 
sold on news-stands. It lists 
properties on offer through 
rival intermediaries and by 
individuals seeking lower 
overheads in the sale of their 
homes. 

The NMA is investigating 
some 90 complaints, largely 
of alleged abuse of a domi- 
nant market position. It also 
has the duty of examining 
proposed mergers and acqui- 
sitions below the annual 
turnover threshold of 
EcuSJibn ($2.7hn), at which 
point the EU steps in. Like 
the competition directorate 
in Brussels, its maximum 
sanction is a fine amo unting 
to 10 per cent of a company’s 
worldwide annual revenues. 

The Dutch authority has 
the power to act on its own 
initiative, although in the 
early stages its 80 staff will 
be occupied mainly with 
incoming complaints and the 
flood of cartel exemption 
requests. 

Karel Van Miert, EU com- 
petition commissioner, has 
commended The Hague for 
the resources it has belat- 
edly committed to the issue. 
He is keen to devolve cases 
to national authorities 
where possible. 

AW. Kist, the NMA direc- 
tor-general, a lawyer who 
had previously advised the 
Dutch government on priva- 
tisations, is happy with his 
terms of reference. With a 
little irony, he said: “It is a 
good law because it has prof- 
ited from the head start of 
having lagged behind.” Past 
mistakes by other countries 
had been heeded. 

“I would hope that over 
five years we build the same 
reputation as the central 
h ank as a supervisor - so 
that we only have to raise an 
eyebrow to put a stop to 
something." he added. If that 
becomes the case, not only 
his own staff may be having 
sleepless nights. 
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It ranks among the cruellest inventions 
of all time. 

The landmine. A device that not only 
terrorises communities, but kills or maims 
over two thousand men, women and children 
every single month. 

But the pain and suffering of these victims 
and their families has not gone unheeded. 

The International Committee of the Red 
Cross, along with many other organisations, 
has been working tirelessly to bring about 
an end to the carnage. These efforts are now 
beginning to bear fruit. 

At the United Nations General Assembly 
last year 155 commies gave their support 
ro a total ban on anti-personnel mines. 

In Oslo an international treaty was 
I drawn up calHng for a complete ban 
W on these weapons. 

And this December the Canadian 
Government is inviting a0 the countries of 
die world to Ottawa to sign this treaty 
banning the production, use, export and 
stock piling of anti-personnel mines. 

Millions of landmines have been laid. All 
we ask is for 192 pens to be picked up. 



INTERNATIONAL GOMkBTTEf OF THE RS> CROSS HOC) 

LANDMINES MUST BE STOPPED 


500 


and 


counting 


Meet Julia Noll, our 500th lawyer in 
Continental Europe. Clifford Chance is die 
premier law firm in Continental Europe. 
Our 14 offices here arc also leading domestic 
firms in their own tight. A true pioneer, we 
were the fust firm to offer an integrated 
service across Europe, delivering top-quality, 
seamless solutions to companies. 

And this is only half the story. 

Anticipating our clients* future requirements, 
over the next two years we wfl] need 
another 500 lawyers. 

AH of which means that as die largest fully 
integrated law firm in Europe, we will 
continue to be uniquely placed to help 
companies take advantage of Europe’s 
reshaping economies. 


SJL i* ks.ftajtnri cut 


CLIFFORD CHANCE 

if yon would like more information on out unique European capabtlitie 
call Peter Cornel] in our Madrid office on 4-34 1 590 75 00. 
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ASIA-PACIFIC 


ASEM SUMMIT ISSUE OF HOW TO RESTRUCTURE S HO RT-TE R M J>R 

Indonesia pressed on new IMF deal 


By Peter Moots gnon, Asia 
Editor, in London 


Indonesia will come under 
intense pressure at the Asem 

f Asia -Europe) summit to 
complete a revised economic 
reform agreement with the 
International Monetary 
Fund before the heads of 
state conclude their two-day 
meeting in London on Satur- 
day. 

Asian officials said agree- 
ment with the IMF was more 
or less complete except for 
the issue of how to restruc- 
ture the country's short-term 
private sector debt estimated 
at over $80 bn. 

An IMF agreement before 
conclusion of Asem would 
provide an opportunity for 
the 24 other countries repre- 
sented to endorse President 
Suharto’s decision to accept 
the prescriptions of the 



Hatribfcs expects a float 


Washington body. This 
would allow the meeting to 
dose on a positive note, with 
a feeling that the economic 
crisis which has dogged Asia 
since last summer was back 
unde- control, they added. 


Conversely, the failure of 
the Suharto regime to reach 
an agreement with the IMF 
team now in Jakarta could 
leave a sense of helplessness 
in dealing with the crisis, 
even though the leaders 
assembled in London have 
little direct say in the negoti- 
ations. 

The European message on 
the IMF is likely to be 
unequivocal "We have abso- 
lute faith in the IMF and the 
proposals they have been 
putting forward. We see 
them as absolutely essen- 
tial/’ said Alistair Campbell, 
official spokesman of Tony 
Blair, UK prime minister. 

Continental European offi- 
cials say Indonesia, which is 
suffering from rampant 
Inflation and a severe con- 
traction of economic output 
after its currency plunged by 
around 70 per cent in recent 


months, remains their great- 
est worry, and they are anx- 
ious to see it back on track 
with the IMF. 

President Suharto is stay- 
ing away from the London 
meeting, officially on 
grounds of ill health, but 
yesterday a confident B.J. 
Habibie, vicepresident, told 
a gathering sponsored by 
Asia House business associa- 
tion that Indonesia was 
going to learn from Its mis- 
takes, although it woald 
take two or three years to 
get the economy back on 
track. 

Mr Habibie also backed 
further away from the con- 
troversial proposal of a cur- 
rency board peg system for 
Indonesia, saying he expec- 
ted the rupiah to float in 
relation to a trade-related 
basket of currencies. 

The Asian crisis is likely 


to top the s ummi t agenda 
with many Asian countries 
seeking more help from 
Europe which has been 
regarded as slow in co min g 
forward. "It’s important for 
us to get the recognition 

from the Europeans that 
they see It as their problem 
as well," said one official. 

Japanese officials note 
their country has provided 
SISbn to top up IMF pack- 
ages with considerable con- 
cessionary finance for Indon- 
esia as well and the US has 
provided $8bn. Europe has 
provided only S&35bn. all to 
just one country. South 
Korea. 

Opening the summit tom- 
orrow, Mr Blair is expected 
to say that Europe is not a 
"fair weather friend” of Ada, 
but that it shares a vision of 
a closer relationship and 
commitment to collaborate. 


STIMULUS PACKAGE LDP CONSIDERS CHANGE TO FISCAL LAWS 

Japan’s riding party 
may extend tax cuts 


Jakarta to limit 
money growth 


By Ricfuyo Nakamoto in Tokyo 


Japan's ruling Liberal 
Democratic party (LDP) is 
considering the possibility of 
extending income tax cuts 
beyond this year, in spite of 
an earlier insistence that 
income tax cats would not 
be Included in Its new eco- 
nomic stimulus package. 

The LDP. which rejected 
income tax cuts for its latest 
stimulus package unveiled 
last Friday, is studying the 
possibility of either extend- 
ing the Y2,000bn ($15.35bn) 
temporary income tax cut or 
revising the fiscal reform 
law to allow the government 
to Implement tax cuts on a 
much larger scale than now 
possible. 

The turnaround by the rul- 
ing party. Just days after 
party leaders clearly indi- 
cated there would be no fur- 
ther income tax -cuts, high- 
lights the split within 
the LDP and the inability 
of Ryu taro Hashlmoto. the 
prune minister, to continue 
to justify his tight Fiscal 
policy amid mounting 
evidence of a further 


downturn in the economy. 

Mr Hashimoto and the 
LDP secretariat have been 
strictly opposed to further 
income tax cuts, which 
would undermine the fiscal 
reform law that calls for a 
strict schedule to reduce the 
government deficit. 

They have been unable to 
propose tax cuts for fear of 
jeopardising the passage of 
the 1998 budget 

A reversal of their tight 
fiscal policy would also lead 
to calls from both the opposi- 
tion and from within the 
LDP that they resign to take 
responsibility for economic 
mismanag em ent 

As a result, the latest eco- 
nomic stimulus package 
focuses on public spending 
measures, with only modest 
special policy tax cuts 
included. 

However, the package has 
failed to support the market 
The Nikkei average has con- 
tinued to slump significantly 
below the 18,000 mark that 
LDP leaders had considered 
a crucial level. The yen has 
weakened further, prompt- 
ing concerned remarks from 


the minis try of finance. 

Further signs of economic 
weakness are expected this 
month with the release 
today of the Bank of Japan's 
quarterly survey of business 
sentiment. 

Against this background, 
the Japanese government 
has faced persistent calls for 
tax cots, not only from the 
US, Japanese business lead- 
ers and private economists, 
but also from wi thin the 
LDP. The Japanese govern- 
ment is also concerned that 
it will face strong calls for 
further stimulus measures at 
the Asem (Asia-Burope) 
meeting in London begin- 
ning on Friday. 

Most Importantly, how- 
ever, the LDP desperately 
needs to improve its image 
before the July national elec- 
tions for the Upper House of 
the Diet 

While momentum is build- 
ing up for farther tax cuts, 
the danger is that the same 
political considerations that 
have tied the LDP leader- 
ship's hands will once again 
prevent it from going far 
enough. 


By Sander Thoenes in Jakarta 

Indonesia plans sharply to 
limit money growth to keep 
its inflation rate below 47 
per cent this year as part of 
an International Monetary 
Fund agreement, an Indone- 
sian official said yesterday. 

He said a set of revised 
budget targets had been 
agreed with IMF officials but 
was awaiting final approval 
by Stanley Fischer. IMF dep- 
uty director, who Is due to 
arrive today to finalise nego- 
tiations an reforms. 

President Suharto shocked 
markets in early January 
with a draft budget that was 
widely considered unrealis- 
tic, and ignored a 16 per cent 
limit on broad money 
growth In a second draft, 
agreed with the IMF. 

The official said the latest 
draft assumed broad money 
would grow by no more than 
12 per cent, to undo some of 
the easy credit in the first 
months of this year. This 
would help gross domestic 
product contract 5 per cent, 
as opposed to an earlier 
assumption of zero growth. 

The IMF agreed to the 
maintaining of food subsi- 


dies of RplJUOObn (S213m) 
and fuel subsidies of TjSOttba. 
even though the frill of the 
rupiah has boosted the 
rupiah cost of keeping prices 
low. This would leave a bud- 
get deficit of 3 2 per omit of 
GDP. compared with an ear- 
lier target of 1 per cent. 

The draft budget would 
presume an oil price of $16 a 
barrel. This compares with 
$17 in the earlier draft but is 
still above current rates. 

Earlier drafts were also 
overtaken by the collapse of 
the rupiah, and the official 
was not sure what the rate 
used in the new budget 
would be. The rupiah ended 
slightly higher at Rp8£50 to 
the dollar yesterday on opti- 
mism about an IMF agree- 
ment. compared with a low 
of Rpl7XG0 hut still Ear from 
the RpS.OOO rate assumed in 
the earlier draft budget 

Delay in the IMF accord 
has held up numerous bilat- 
eral and multilateral loans, 
but Canada said yesterday it 
would provide US$280m, 
mainly in export credit guar- 
antees for farm products. 
The World Bank said on 
Tuesday it had agreed sev- 
eral loans to Indonesia. i 


Manila 

exchange 

dispute 

deepens 

By Justiu Marad in Marita 

The stand-off between the 
Philippine Securities and 
Exchange Commission and 
the stock exchange over 
insider dealing investiga- 
tions intensified yesterday 
with the exchange opposing 
any moves to amend its 
bylaws and the SEC threat- 
ening unilateral action. 

The market watchdog 
threatened on Tuesday to 
revoke the exchange’s 
licence unless it reformed its 
investigation of insider deal- 
ing by yesterday. 

The threat was not carried 
out and trading went on as 
normal this morning but, in 
a letter to the SEC, Jose 
Yulo. president of the Philip- 
pine Stock. Exchange, said 
there was "no need to amend 
PSE by-lam”. The removal 
of the president’s authority 
to audit and investigate 
members - the heart of the 
tussle between the two 
organisations - was not nec- 
essary for the exchange to 
achieve self-regulatory sta- 
tus, he said. 

Mr Yulo added: "TO disen- 
gage the president In one of , 
his main functions is... like 
saving a president is less 1 
independent, less fair and I 
has less integrity than a 
lower ranking officer who 
| reports to him.” 

Perfecto Yasay, SEC chair- 
; man, who is impatient with 
the slow pace of reform at 
the exchange, threatened to 
impose new rules that would 
"override the current sys- 
tem” this week if the PSE 
did not act cm the issue. Mr 
Yasay said he was still con- 
sidering the creation of a 
new bourse. 

Mr Yasay is also keen to 
see the exchange become 
self-regulating to enable the 
release of a second tranche, 
worth $75m, of a $150m loan 
from the Manila-based Asian 
Development Rank far capi- 
tal market development An 
ADB official said yesterday 
this would not be disbursed 
until the exchange was a 
self-regulating organisation, 
although the bank was leav- 
ing the PSE and SEC to 
reach agreement on the 
issue themselves. 



SOUTH KOREA TRADE _ j t .V ^ 


Record surplus in March 
as imports fall sharply 


south Korea reported *» larpesi-evar trad* awplus h Meet) 
at S3 7bn because o? a sharp 36 per cert M In tefoorts and a 
modest rise of 7 per cent In exports,' Korea, which hu nor? 
mally suffered trade deficits, has recorded aurphae* tor fce 
consecutive months, including a previous record of S34bn in 
February. This reflected weak domestic demand caused by ^ 
financial crisis, a fan in the currency, the tm has etao 
reduced imports. „ ^ _ 

Imports of consumef goods tea toy 44 per cent, whU* cap*, 
tal goods declined by 33 per cent and raw materiel* by 37 
per cert. 

The weak currency has not benefited experts, whteh ros* 
by only 4.3 per cent once shipment* of gofer coBected from 
public to pay the nation's foreign detA were s xct mitL 

The trade surplus In the first quarter of 1996 arnotrtatf to . 
$a.58bn. with the government estimating ft wW reach SSfibn 
tor the full year. John Burton, Seout 
Dissident to president. Page 10 


THAI ECONOMY 


Inflation rises to 9.5% 

Thai inflation reached 9.5 per cent year-on-year in Man* as ' 
the devaluation of the country's currency began to Woe its tot 
on prices. Prices have increased 1.1 per cent since February. 
In Us agreement with the International Monetary Fund, the 
Thai government has targated annual inflation at no more than 
1 1.6 per cent this year. 

The announcement, together with Tuesday’s figured show- 
ing that exports In January feu 7.9 per cent yeawavyear, - 
prompted the baht to weaken significantly for the first time h 
several weeks. Dealers said stowing exports would weaken 
capital inflows, white high inflation could heed off an expected 
interest rate cut. The befit cto&ed at Bt39.10toth» US deter, 
compared to Bt38.80 on Tuesday. 

The man reason for rising inflation are increases fan food 
prices, which account for 35 per cent of the Inflation index. 
They rose 11.6 per cent yeer-on-year and 1.6 par cent month- 
on-month fan March. Bice accounted for the biggest increase 
in food prices, climbing 46.7 per cent yeer-on-year and 2 par 
cent month -on -month. Ted Bardacke, Bangkok 


CAMBODIAN VIOLENCE 

Prince’s supporters in fighting 

Street battles erupted in central Phnom Penh yesterday after 
supporters of deposed Cambodian co-premier Prince Noro- 
dom Ranariddh clashed with opponents. Mara than 100 
people opposed to the prince marched through the efty and 
threw stones at the prince's supporters near the city-centre 
hotel where he has been staying since he returned on Mon- 
day, witnesses said. 

There followed some 15 minutes of clashes as the rival 
groups charged each other. The pro-Ranariddh group eventu- 
ally took flight and dispersed, witnesses said. Scores of mili- 
tary police later arrived on foe scene, some with batons and 
sane vrith automatic rifles. 

Prince Ranariddh, who was forced from power in July, was 
in foe hotel all day meeting diplomats, top officials from hn 
Fundnpec party and reporters. 

The prince's return was under a Japanese-negotiated peace 
plan aimed at ending factional fighting end ensuring he could 
take part in a July election. Reuters, Phnom Penh 
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Trade trumps human rights in west’s dealings with 


James Kynge and 
James Harding on 

a new emphasis 
on dialogue rather 
than confrontation 

N early nine years after 
the Tiananmen Square 
massacre in Beijing, 
there are signs of a percepti- 
ble shift in the west’s atti- 
tude toward China on tbe 
question of human rights. 

Much of the opprobrium 
has evaporated. Govern- 
ments in Europe are espous- 
ing a belief that engaging 
Beijing in ''dialogue” on 
human rights issues stands a 
greater cliance of influenc- 
ing China than public criti- 
cism and confrontation, dip- 
lomats said. 

The shift goes some way 
toward removing one of the 
chief obstacles China has 
enccuntered in Us attempts 


to raise its international pro- 
file. If Beijing can push the 
issue of its human rights to 
the sidelines of international 
relations, it may be able to 
project its voice more force- 
fully on a number of eco- 
nomic and political ques- 
tions. 

The visit of Zhu Rongji, 
China's new premier, to the 
UK and France this week 
and next is expected to 
exhibit something of a new 
official mood toward Beijing 
in Europe. 

“We came to the realisa- 
tion that our policy of con- 
fronting China on human 
rights was not necessarily 
the most effective method,” 
said one European diplomat 
in Beijing. “Dialogue may 
actually achieve more mean- 
ingful progress within 
China.” 

The most unequivocal sign 
that Europe’s stance has 
shifted came early this year 


when the European Union 
decided for tbe first time not 
to table a resolution critici- 
sing China's human rights 
record before the United 
Nations Human Rights Com- 
mission. 

Diplomats acknowledge 
that disunity among Euro- 
pean allies in 1997, when 
France declined to support a 
resolution censuring China, 
had applied pressure behind 
the scenes this year. France 
was rewarded with Sl.Sbn in 
contracts just months later. 
By contrast, those countries 
which tabled an independent 
resolution in 1997 - Den- 
mark, the Netherlands, the 
UK and Ireland - experi- 
enced a cooling in relations. 

To some, the decision this 
year not to table a resolution 
appeared short-sighted. 
“Trade trumped human 
rights. I think it was a 
shameful abdication of 
responsibility,” said Louisa 


Coan, China specialist with 
Amnesty International 
(USA). 

But others notice signs of 
a spirit of openness in China 
which should be nurtured. 
“Bombast and sanction as a 
means of determining the 
course of China's internal 
affairs is simply a non- 
starter, ” said Robert Kapp, 
president of the US-China 
Business CounciL 

Mr Kapp and others said 
that China's promise this 
year to sign the Covenant on 
Civil and Political Rights at 
the United Nations, as well 
as other separate develop- 
ments, was an indication 
that Beijing is coming to 
terms with a set of global 
norms and principles. Such 
commentators caution, how- 
ever, that Beijing's promise 
will have to be followed by 
ratification before the cove- 
nant has any force. This 
could take several years. 


In the meantime, an appar- 
ent shift in China’s policy on 
imprisoned dissidents has 
also ceded some diplomatic 
advantage to Beijing. Diplo- 
mats said that China seems 
to believe that by allowing 
imprisoned dissidents to go 
into exile overseas not only 
wins propaganda points with 
the US administration but 
can. in some cases, render 
the dissidents ineffective. 

Wei Jingsheng, the father 
of China’s modern democ- 
racy movement, was freed 
late last year on medical 
parole. Apart from a high- 
profile audience with Presi- 
dent Bill Clinton, Mr Wei 
appears to have had little 
access to tbe world’s leaders. 
Robin Cook, Britain’s foreign 
secretary, declined to meet 
Mr Wei during a trip to Lon- 
don, and so did Mr Chirac. 

The US has traditionally 
been more vociferous than 
Europe on the question of 


China 

China’s human rights, in 
spite of the Clinton adminis- 
tration’s decision in 1904 to 
abandon a policy of linking 
the continuation of Most 
Favoured Nation (MFN) 
trading status to "overall, 
significant progress” in Chi- 
nese human rights practices. 

But despite an annua) vote 
by the Uff Congress since 
1990 on whether to extend 
MFN. the favourable trading 
status has never been 
revoked. This year there is 
certain to be much vocal 
campaigning by various 
human rights, religious and 
other pressure groups before 
the congressional vote in 
June, .but most commenta- 
tors predict that MFN wfil 
again be awarded. 

The lure of possible con- 
tracts to be announced dur- 
ing Mr Clinton's scheduled 
summit in late June (after 
the MFN vote) could also 
take the edge off human 



WteJ Jingsheng being feted in Sweden. But he ties had tittle access 
to national leaders other then in the US Reuters 


rights militancy in Congress, that Chinese lobbyists are 
commentators said. And. playing an increasingly akh- 
besides, US politicians report ful game in Capitol HfiL 


Lookwhat 
French did for 
Tony Blair. 

On 24 Muck, Tony Btatr scored a 
gnu personal ud political 
svenss in France. 

It’s farther proof that tearing tbe 
tngnage ha ray good move; 
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FOR SALE 
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CONTRACTS & TENDERS 


MMSTRY OF ECONOMY 
AND FINANCE 


REPUBLIC OF CAMEROON 
Pwco-Work-Fathertand 


MISSION for THE REHABILITATION OF PUBLIC AND PARASTATAL ENTERPRISES 

technical committee for privatization and liquidations 

PRIVATIZATION OF CAMEROON SUGAR COMPANY, INC. (CAMSUCO) 
INTERNATIONAL CALL FOR TENDERS 

As part ot Its privatization programme. Ihe Government of Camanaon ia bmncHng an Intawiatinnni a* tnr 

ta the privatization, through sale otassetea' shares, of the Caneraon Sugar Company, Inc. (CAMSUCO). 

CAMSUCO b a quasi-puMe company created In 1975. Its capital ot FCFA i 286 406 078 Is h«*J 98% by the 
State, the National Investment Society and other pubCc bodies. Located 135km Northeast of Yaounde, 
CAMSUCO Is a modem sugar complex with: 

• A 1 6 OOP hectare concession of which 12000 hectares are developed fcy a igarrana pwirtiptiqrv 

• A sugar processing plant with an integrated refinery of 60 000 lonnes/ysar capacity, expandable to 
SO 000 tormesfyear, and a sugar cubing plant; 

• Appropriate Infrastructures providing workers wrth housing- arincatfan anti health c^nipnc 

The potential level of non-irrigated cane production Is high. The labour Hares of Ihe complex is endowed wtti 
P rawen skfe The aigar processing plan equipment (Fives Cal Babcock) Is IUBy functional and wan adapted. 
Navertheiees. significant maintenance wffl have b be undenteten for tha plant to reach its previous output levaL 
During the last 22 years, CAMSUCO has been a strong performer, attaining mntnh friq capacity. Due 
to totalities in recent years, it is now working at a low me of utilisation In spite of domestic demand of 
100 000 tonnes par year, which Is not matched by domestic supply. Ths Company has statfeant potential 
reserves to increase its activity in al sectors. 

TWs cafl tor tenders Is aimed at national and International investors, ai operators wilh experience of running 
(repeal plantations or active in the sugtv sector. A^kutturs lands wB be rented through a tong-term lease, in 
order to ensue the broadartng ot the share-hokfing. the purchaser wffl be ultimately required to eel aside 10% 
or ihe now company's capital tar the State and a further 25% tor investors Korn Caneroon. 

Ttte tender documents tackxtag an Wwinatonmentoraidum are Swa*Oe1ittnfa»7*aiApa 1 £B 8 . Interested 
parties are invited to apply to one ot ihe totiowing addresses. They wit be required to sign a canfidenfefcv 
agreement and forward (he sum of FCFA 500 000 (five hundred thousand CFA francs) or FRF 5 000 (five 
thousand French francs). 


TECHNICAL COMMITTEE FOR 
PRIVATIZATION AND LIQUIDATIONS 
SNI Striding, 9* Ftoor. p.O, Box 1452. 

Yaounde -CAMEROON 
TeL: (237) 23 97 50 OT 1237) 2351 08 
Fax.! (237) 23 3t 08 


SOOETE fflANGAtSCDE REALISATION 
tfETUDES ET DE CQNSE1L (SOFRECO) 
82-98 bd Victor Hugo 
9211 5 Cfiehy cedex - FRANCE 
M:(33) 141 279595 

Fax.: 03) 1 41 27 SS 96 or (33) 1 4737 96 20 

E-™*: wfrtw©compusenrexani 

C*«s rmet be submitted In sealed envelopes and recstved no later than 8" Jtne 1 998 at 5 U0 pm loed time, al 
the TECHNICAL COMMITTEE FOR PRIVATIZATION AND LIQUIDATIONS in YfetMtoe. 


CONTRACTS & TENDERS 


REPUBLIC OF LEBANON 
MINISTRY OF MUNICIPAL AND RURAL AFFAIRS 
COUNCI L FO R DEVELOPMENT AND RECONSTRUCTION 
SOLID WASTE /ENVIRONMENTAL MANAGEMENT PROJECT 
INVITATION TO TENDER 

Cazas of Tripoli (Tripoli, El Mina, El Beddsm,EJ BaJuass and El Qalamoun 
Packages 1,2 , and 3 : Supply of Collection and Cleaning Equipment 
™Sf P * UW,C .° f ^ baaon !■*» reccived fading from toe International Bank for Recoustructioa and Development 
( ^l Z anilS ^ , “ prove ®f" t oflhe *° ,w w “*e management sector in Lebanon and it is intended that 

Th.Rq.nMIc or Ld>nnnn . rq.rttn.ttd by the Miniitry of Municipal and Rural AHair. and the Council far 
D^pmatt and Rttttttoction (COR), invitt, Kated hid, from eligible contractor, far the rationing : 

PACKACE 1 . Supply of 3 qnm collection compactor truck, (copodly 5 ra") and < wane collection compactor 

PACKAGE Supply o r 350 ^ttg.h.obed contain.,, (volume 500 L) and 700 none galvanized container. 

PACKAGES : S.pply of.tree t .w e eping mobile equipment, namely 7 pick-up which*. I utility truck. I mechanical 

uttchantcal afreet nreeper, 1 atheei loader and 1 inter tank 

This project will be administrated by CDR based upon the World R*«ir> E . 

considered separately and distinctly. Contractors can acatiirv rh* hid<r j Rmd<i ' ,ne5 **** P* 1 ***!®* ** 

aboveHnentioncd three paclagtt «n a«|n.re the hidding document, , nd hid for 0DC or mote of the 

^“p^:r4i, ™ rited “ far one or mo« of the above- 

document*. Tbe bidding docnaento^lllbe^ ^SLbte i.*** CrtfWfa SMted *** WddiBg 

hundred) for each package in tlte^fann^if 200 (two 

Reconstruction as of Thursday 2d of April 1998 and are to ^ ^ C<mna f ° r ° evtk >l >B,wi “ d , 

time) on Thursday M A of May 1998 at Ae following address: * ^ b * forc twdn! 0 ’ clock n0M (Bcinlt ^ 

The Council for Development and Reconstruction - TaUct el Serail - fw-imt > 

The bid opening will tafar place at the CDR on Tbunmry [4th of MavTp^ "moa* tr " , 

time). - *t twelve o’clock noon (Beirut kical 

Further information may be obtained from: The Council for Devoirm*... » ^ „ 

Beirut Lebanon - Phone: 961-1-981 -0172 - Facsimile: 951-1-647 94? bp ™ !nt aDd Reconstruction - Talk* c! Serail, - 
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THE AMERICAS 


Pl G ft BETTE MAKERS ORIGINAL PROPOSALS OVERTAKEN BY B ILL WHICH COULD COST INDUSTRY MORE THAN S600BN OVER 25 YEARS 

Tobacco settlement ‘as good as dead 9 



John McCain, chairman of co mm erce committee, put forward 
proposals granting Httto legal protection for tobacco industry AP 


NEWS DIGEST 


US MANUFACTURING 

Growth remains healthy 
despite Asia crisis 

Growth in the US manufacturing sector expanded sharply in 
March, wed ahead of analysts’ expectations and without 
showing signs of rekindling inflation. 

The National Association of Purchasing Management said 
yesterday that its monthly Index of business activity surged to 
54.8 last month from 53.3 in February. Economists had 
expected the trade group's figure to be unchanged or slightly 
lower, reflecting a slowing of the economy because of the 
Asian crisis. 

But there were no Immediate signs that the crisis was hit- 
ting manufacturing or construction, either, where the Com- 
merce Department reported yesterday that spending rose in 
February for the third consecutive month, with increases In 
housing and government construction offsetting a decline in 
commercial projects. 

The 0.3 per cent increase, to a seasonally adjusted annual 
rate of $822bn, fa towed stronger gains of 0.7 per cant In Jan- 
uary and 0.8 par cant In December. AP, New York 

new ■ iiulniHi 1 rfn'~r i v ■ •< —s***»— 


More limits considered 

* *v 

Brazil may impose further restric t ions to limit short-term capi- 
tal inflows, Pedro MaJan, the finance minister, hinted yester- 
day. 

The country, which late last year was suffering heavy out- 
flows of capita! in the midst or the Asian crisis, has in the last 
two months faced a flood of Inflows. This ted the government 
last week to tighten oontrote on money entering the country. 

SpeaWnglo a London confarenoe organised by the FT on 
power privatisation In Brazil, Mr Matan said BrazTs foreign 
currency reserves have risen to a record S65bn - on the back 
of heavy Inflows during March. 

He said the government had told the International Monetary 
Fund: “We reserve the right to impose or not to Impose con- 
trols on short-term capital Inflows as necessary." 

Controls would continue to be "markrt fitendty and not ret- 
roactive". Foreign Staff, London 


Ties with Russia to continue 

Russia's ambassador to the US said yesterday that the Gore- 
Chemomyrdin commission, which has pushed forward the 
US-Russian economic relationship. wHJ continue its work 
despite the removal of Victor Chernomyrdin, the Russian 
prime minister. 

"The next meeting is in Moscow at the end of the summer," 
said Yufl Vorontsov, adding that the Yeltsin administration 
-highly valued" the commission's achievements and wanted 
to keep ir alive. 

The commission has promoted US-Russtan economic ties 
in areas ranging from aerospace to ofl. The personal relation- 
ship between Mr Chernomyrdin and A! Gore. US vice-presi- 
dent, has been a key f actor in Its work. But Mr Vorontsov and 
other Russian speakers at a conference of the US-Ruesia 
Business Council insisted that the surprise dismissal of the 
Russian cabinet did not signal a change of policy. "This is not 
a change of flight plan, but a change of crew in the cockpit,” 
said the ambassador, Bnioe Clark, Washington 


QUEBEC 


Budget hints at tax relief 

Quebec is poised to bring in a balanced budget by the end of 
fiscal 2000. and is Writing nt'tax relief in advance of an elec- 

(MssTsom) 

for 1998-89. Just 0.6 par cent of GDP. While there are no 

storMwm twnaurtons. Bemwd Landry. 

•efo: "Quebec is already overtaxed and we must reverse mis 
i fty ntinn aa quickly as possible." 

The MPOTfat Part QuefeiCOto iwy 

behind Ottawa and the other provinces In putting itsftscBi 
house m ordar. but analysts mW 
for the budget should aBow the province to meet its deficit 
targets easily- Edward AMen, Toronto 

lOTERNAL REVENUE SERVICE . 

Sweeping reforms approved 

The fixate Finance Committee hat unanimo usly app roved 

th» treuWd intend Rewnua 

3 r ll “:— — T„m»u. Mu eomrnlttw andoraad a bB 

committee to oversee the agwtcy 's 
a*P fonMTd torthB /wwfcan 
tanayer,” said WHJiam Both, committea chair. 

Mark Suzman, WWWngton 


By Richard Tomkins 
in ItewYoril 

The US national tobacco 
settlement is as good as 
dead. That is Wall Street’s 
verdict following this week's 
developments in Washing- 
ton. 

Yesterday, the Senate com- 
merce committee looked set 
to vote through draft legisla- 
tion which, if approved by 
Congress, would hit the 
tobacco industry with taxes 
and penalties of more than 
$600bn over 25 years, partly 
to settle existing lawsuits. 

The bill would give ciga- 
rette makers almost none of 
the protection against big 
civil lawsuits they had 
sought, leaving them 
exposed to multi-billion dol- 
lar awards far damages. 

“The bill is a for 

the industry," David Adel- 
man, an analyst at Morgan 
Stanley Dean Witter said. “It 
would put the manufactur- 
ers under incredible finan- 
cial stress, yet even this pro- 
posal is being criticised by 
the public health commu- 
nity. I think the public 
health segment will truly 
not be satisfied until the 
manufacturers are bankrupt, 
and as a result, you can’t get 
a reasonable settlement" 


Gary Black, a tobacco ana- 
lyst at-Sanford C. Bernstein, 
said in a note to clients on 
Tuesday that “unless some- 
thing magical 1 * happened In 
the next 48 hours, the settle- 
ment was “now officially 
dead”. Most investors could 
have lived with the financial 
aspects of the deal if liability 
protections had come 
through, Mr Black said. 


have been raised through a 
cigarette price Increase of 62 
cents a pack, excluding fur- 
ther penalties if under-age 
smoking failed to decline. 

The industry also agreed 
to sever restrictions on the 
advertising and marketing of 
its products. But in return, it 
was to get immunity from 
big class action lawsuits and 
punitive damages awards, 


The bill is a disaster for the industry. 
The public health segment will not be 
truly satisfied until the manufacturers 
are bankrupt, and as a result, you 
can’t get a reasonable settlement 3 


“However, for S687bn. which 
we com put e as the all-in cost 
of this deal, the Industry 
would get essentially no lia- 
bility protections other than 
settlement of «faHng Medic- 
aid and addiction class 
actions." 

Last year, the tobacco 
Industry struck a deal with a 
group of state attorneys gen- 
eral under which the indus- 
try agreed to pay $3SL5bn 
over 25 years to settle legal 
claims. The money would 


removing a threat that has 
clouded its future for 
decades. Congress, miffed at 
being left out of the negotia- 
tions, took a tough line on 
the deal from the start, and 
hardened Its resolve with the 
publication of damning doc- 
uments about the industry's 
marketing practices. 

But even as congressmen 
competed with one another 
to propose ever-tougher leg- 
islation. the industry hoped 
something could be salvaged 


from the deal if it contained 
the all-important legal pro- 
tections it sought 

The industry’s bargaining 
chip was that, without pro- 
tections, it would not agree 
to give up its rights to adver- 
tise and market its products. 

On Monday, however, 
John McCain, chair of the 
Senate commerce committee, 
published legislative propos- 
als that would raise the price 
of cigarettes by $L10 a pack 
over five years while grant- 
ing almost no legal protec- 
tions. The following day the 
Senate as a whole over- 
whelmingly approved a non- 
binding resolution denying 
the tobacco industry legal 
relief in any settlement 

Legislators and the 
tobacco industry have been 
engaged in brinkmanship 
since the negotiations began, 
and it is still possible that a 
compromise will emerge. 
But Wall Street analysts 
think the tobacco industry is 
about to give up an the deal. 

If that happens. Congress 
will be left with the option of 
doing nothing at all, or more 
likely, imposing narrower 
legislation on the tobacco 
industry that would amount 
to a big tax increase and reg- 
ulation by the Food and 
Drug Ariminig fT wHnn 


Vibrant California Bolivia to cut 
shrugs off triple compensation to 
threat to economy coca growers 


By Christopher Parkes 
ki Los Angeles 

The combined forces of the 
Asian crisis, renewed indus- 
trial restructuring and the 
worst winter weather on 
record have had no discerni- 
ble Impact' on California’s 
economic resurgence. 

Growth in employment 
and personal incomes con- 
tinues apace and consumer 
confidence Is at its highest 
for seven years, according to 
economists at the University 
of California, Los Angeles. 

Optimism over the Asian 
impact is underscored by an 
analysis from the Federal 
R e s erve Bank of San Fran- 
cisco, which says vital 
exports of high technology, 
business services and air- 
craft from western states 
have been barely toadied by 
events. 

The worst-affected sectors, 
form commodities and pro- 
cessed food, account for only 
15 per emit of exports to Asia 
and less than 1 per cent of 
regional gross domestic 
product, the bank says. 

The net reduction In the 
area’s growth migh t be less 
than some economists had 
calculated, and closer to the 
national impact expected to 
foil between 0.5 per cent and 
l per cent. 

National economic pros- 
pects are clouded by a lack 
of skilled labour and the pos- 
sibility of wage inflation, but 
the UCLA report says Calif- 
ornia’s prosperity is attract- 


ing a strong flow of newcom- 
ers to bolster the rate of pop- 
ulation increase to 1.7 per 
cent a year by 2000. 

But even as net immigra- 
tion climbs to 225,000 a year, 
unemployment will fall 
steadily from 5.8 per cent 
now, to match the expected 
national rate of JL3 per cent 
next year, reaching 5.1 per 
cent in 2000. Jobs are cur- 
rently being created at the 
highest rate in 14 years. 

“Notable" damage caused 
by El Niflo-related storms is 
mild compared with previ- 
ous natural disasters. The 
negative impact caused by 
business developments such 
as the new wave of consoli- 
dation in financial services 
and job cuts in aerospace is 
also modest when compared 
with past experiences. 

Running counter to the 
national trend. California is 
expected to continue to gain | 
manufacturing jobs, espe- 
cially in electronics, textiles 

and rtnfhing 1 - 

The only significant nega- 
tive elements featured in the 
report are rising pressure on 
housing resources and tight- 
ening labour markets. San 
Diego and Oakland have 
recently joined Silicon Val- 
ley, San Francisco and 
Orange County in the south 
where unemployment is 4 
per cent or less. 

Silicon Valley’s Santa 
Clara County recently sup- 
planted Honolulu as the 
country’s most expensive 
residential area. 


By Sally Bowen In La Paz 

The Bolivian government 
yesterday began to wind 
down compensation paid to 
individual growers of coca 
leaf - the raw material for 
cocaine - for uprooting 
illicit crops and replanting 
with legal crops. By October, 
individual coca growers will 
receive no compensation at 
all. 

To soften the blow, com- 
munities will be compen- 
sated instead, but on a 
diminishing scale. President 
Hugo Banzer’s government, 
which assumed office last 
August, aims to eliminate by 
20Q2 all* 38,000 hectares of. 
illicit' coca, leaving only 
areas planted prior to 1988 
for legal traditional and 
medicinal uses. 

There has been muted 
international applause for 
the five-year programme, 
dubbed “For Dignity", cost- 
ing 5952m. Almost three- 
quarters of the 1998-2002 
total sought will go to alter- 
native development 

Over the past decade. 
Bolivia’s attempts to reduce 
the area under coca cultiva- 
tion have had a patchy 
record. While vast areas of 
coca have been dug up, 
growers have collected their 
compensation and started 
again elsewhere. However, 
Rene Bastiaans, head of the 
UN Drugs Control Pro- 
gramme (UNDCP) office in 
La Paz. is optimistic about 
the new initiative. “For the 


first time ever, a Bolivian 
government has a clear plan 
at the start of its mandate 
and the intention to apply 
the law," he says. “If they 
can ahow results, they will 
get funding." 

Despite the government's 
efforts to fulfil US pressure 
over coca reduction, US- 
funded assistance for fight- 
ing drugs in Bolivia is being 
cut from $48m last year to as 
little as $12m for 1998. This 
reduction has rankled 
Bolivia, which is also smart- 
ing from the US Congress 
allocation of $7Qm to assist 
Colombia, which lost its 
“certification" (official US 
approval of Its counter-nar- 
cotics efforts) two years ago. 

Bolivia cites its achieve- 
ments in meeting US targets 
for coca reduction. Its 1997 
target was met with 7,000 
hectares of coca plantations 
ripped up. The area under 
illegal coca was reduced by a 
net 7 per cent,- according to 
US State Department fig- 
ures. 

“The US position clearly 
lacks logic," says interior 
minister Guido Nayar. “We 
want the most powerful 
nation in the world to sup- 
port us and demonstrate 
coherence in its policies.” 
But whatever the amount of 
counter-narcotics assistance, 
he says, Bolivia will con- 
tinue with its “national 
effort” and actively seek 
alternative sources of financ- 
ing, notably from the Euro- 
pean Union. 


US banks suffer heavy defeat in fight 
against growth of credit unions 


Richard WoHfe and John Authers 

report the bank lobby has killed a bid to 
end financial services industry regulations 


U S banks suffered an 
overwhelming defeat in 
their fight against the 
growth of credit unions yes- 
terday, just hours after scup- 
pering wide-ranging reforms 
df the financial services 
industry. 

Congressmen voted by a 
large majority to overturn a 
recent Supreme Court deci- 
sion to limit the right of 
credit unions to seek mem- 
bers outside their traditional 


Credit untons were origi- 
nally designed to encourage 
savings among co-workers, 
but have grown quickly 
since the early 1980s and 
now represent more than 
$316bn of assets from 70m 
members. 

The US bank industry 
opposes the push for more 
members and says credit 
unions are becoming tax- 
subsidised hanfcn 

Although banking lobby- 
ists have last that fight, they 
were celebrating the defeat 
late cm Tuesday of the latest 
effort to abolish the Depres- 
sion-era laws which regulate 
the US financial services 
Industry. It was the llth 
defeat of a 
banking reform hill since 
1979. 

After just two hours of 


debate. Republican leaders 
withdrew their Mil to break 
down the divisions separat- 
ing hanks , insurers and bro- 
kers, citing the opposition 
from bankers. 

Gerald Solomon, chairman 
of the House rules commit- 
tee, said the industry had 
“waged a campaign never 
seen in my life” to defeat the 
bill. 

Insurers suggested that 
there was now a strong 
chance . that events in the 
marketplace would force the 
hands of legislators, In much 
the same way that moves by 
banks into the securities 
field forced earlier revisions 
of the traditional divisions 
under the Glass-Steagall 
act 

Sean Mooney, chief econo- 
mist at the New York-based 
Insurance Information Insti- 
tute, said that large insurers, 
including State Farm, had 
already taVan advantage of 
loopholes in the law which 
allowed them to set up 
thrifts, rather than commer- 
cial hanks. 

These allow them to offer 
deposit-based savings 
accounts. 

He said: “I think what you 
have now is the possibility 
that the markets will almost 
go ahead of the legislation. 


In the 1980s the insurance 
industry had drawn a line in 
the sand and banks were 
never going to be in our 
business. But there are too 
many participants in the 
financial services field now 
to approach the marketplace 
with that frame of mind. 
People are going to figure 
out ways to get into bank- 
ing." 

Merrill Lynch, one of the 
largest US investment 
banks, which has forcefully 
advocated change, made it 
clear that it still expected a 


John Boehner. one of the 
Republican leaders in the 
House, suggested the bill 
could return after the Easter 
recess. However, many bank- 
ing lobbyists expect any 
futu re attempts to revive the 
bill to be postponed until 
next year. 

The focus of financial 
.reform will now turn back to 
regulators such as the Fed- 
eral Reserve and the Comp- 
troller of the Currency, 
which have done much to 
blur the lines between 
banks, insurers and brokers 


*1 think what you have now is the 
possibility that the markets wilt 
almost go ahead of the legislation 1 


reform to pass by the end of 
this session. 

It said: “This Congress has 
made more progress on 
financial services reform 
than ever before, and we 
view last evening's devel- 
opment as a temporary 
delay.” 

In Congress, the Republi- 
cans faced mounting obsta- 
cles. including defections 
from their own party as well 
as Democrat opposition. The 
government has threatened 
to veto the bill in its current 
form. If congressmen voted 
it through. 


in recent years. 

The American Bankers 
Association, which led the 
banks’ opposition alongside 
large banks such as Chase 
Manhattan, yesterday denied 
it wanted to defeat any bill 
to reform the financial ser- 
vices industry. 

“We do not want a bill 
that will roll back every- 
thing we have achieved over 
the last 30 years," it said 
“But the problem now is 
that there is a lot of litiga- 
tion with regulators which 
we have to face." 
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The road to financial security can be demanding when 
one drives alone. Which is why significant investors rely 
on the expertise of Union Bank of Switzerland. Having 
offered discretionary and advisory investment services 
for many years, we work closely with our clients and 
their families to ensure a safe haven for the assets of 
both present and future generations. Financial strength, 
global investment expertise based on profound research, 
personal service, the confidentiality and discretion of a 
Swiss bank: all reasons that mean you can drive on a 
road to long-term prosperity with UBS Private Banking. 


UBS Private Banking 


UBS 


Union Bank of Switzerland 


Zurich (Oil 234 44 55, Genera (022) 366 66 60, London (0171) 901 16 61, ! 

Lmcrabours C35Z) 45 12 12 233. New York (212) 649 10 75, i 

Hong Kong (852) 2646 1266. Singapore (65) 536 2866 
UBS Private Basking is a division of Union Bonk of Switzerland, 

«lud] is regulated in the UK by JMRO. www.ubs.com 
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S Africa ‘plot’ more 
farce than thriller 


By Victor MaBet to Pretoria 

Was there a leftwing: plot to 
overthrow the Sooth African 
government? Or was there a 
plot by rightwing whites to 
destabilise the government 
by concocting an intelli- 
gence report suggesting an 
imminent ieftwing coup? 

Having dismissed the first 
suggestion as fanciful. Presi- 
dent Nelson Mandela and his 
four-year -old government are 
now taking' the second possi- 
bility — a ri ght w i n g conspir- 
acy - much more seriously. 

Yesterday Mr Mandela was 
presented with the findings 
of a hastily convened 
inquiry into the intelligence 
report which alleged a coup 
plot He is expected to dis- 
close the inquiry’s recom- 
mendations and take action 
on them in coming days. 

If heads are to roll, the 
most likely target is Georg 
Melting, head of the South 
African National Defence 
Force who passed on the 
allegations of a left wing plot 
to Mr Mandela in February. 


p alramlte Mankahlana, Mr 
Mandela’s spokesman, yes- 
terday described as “totally 
flawed" the way the report 
had been compiled. Tt Is 
impossible to take the 
socalled Meiring report seri- 
ously," he said. 

Government officials say it 
was obvious from an early 
stage that the Leftwing plot 
theory was implausible, and 
they attribute the allega- 
tions to disaffected whites 
who regret the end of white 
minority rule. Among those 
said to be implicated in the 
report on a supposed 
left-wing plot are former 
ANC guerrillas, including 
Siphiwe Nyanda, the SANDF 
chief of staff who is likely to 
succeed Gen Meiring, and 
W innie MadUdzela-Mandela, 
the ex-wife of the president 
Mr Mandela insisted that 
the inquiry should Investi- 
gate not the dubious con- 
tents of the report, but how 
and why it was compiled. 
But several questions 
remain unanswered. Why 
did Mr Mandela sit on the 


report between February 5 
and March 28. and then sud- 
denly call far an inquiry of 
three senior judges to report 
on the matter in three days? 

The government's explana- 
tion for this Is that Mr 
Mandela had to act because 
the contents of the intelli- 
gence report were leaked to 

the press. 

And what was the role of 
Robert McBride, an ANC 
member who was convicted 
under the previous regime 
for a bomb attack in Durban 
but later reprieved and 
became head of the foreign 
ministry's Asia desk? 

Mr McBride was one of 
those named In the intelli- 
gence report handed to 
Mandela. The foreign minis- 
try says be was not on gov- 
ernment business when he 
was arrested in Mozambique 
allegedly for gun-running. 

Only the South African 
and Mozambican authorities 
are likely to be able to cast 
light on the mysteries of Mr 
McBride and the alleged left- 
wing plot 



The anguished brother and sister of bombmakar uuftfdMn al Shwft iasert brad feMfavefcmrt 
in shooting and blowing up the Hamas mStant Footers 

Car blast man ‘was Hamas bomb maker’ 


By Avi Maehfis in Jerusalem 


Hamas, the Islamic Resistance 
Movement, yesterday accused 
Israel of tilling Muhyfcfeen al- 
Shanf, a suspected Hamas 
bomb maker, the man found 
dead after a car explosion 
earlier this week in Palestin- 
ian- ruled Ramaflah. The group 


threatened revenge, although 
Israel denied any involvement 
Initially It was thought a 
bomber had been kffled while 
preparing an attack. But Pal- 
estinian authorities said Mr 
Sharif was shot dead and 
then placed bn the car, which 
was blown up by remote con- 
trol. 


Hamas launched an inten- 
sive bombing campaign, kill- 
ing dozens of Israelis, after Its 
leading bomb maker, Yahye 
Ayyash, was assass ina ted by 
a booby-trapped cellular tele- 
phone in Gaya in 1996. Israel 
has never accepted response 
bifity. Since then, Israel has 
hunted Mr Shard. 


World Bank’s loans to prop up Asia leave little for the poor 


Bailing out economies in crisis has 
weakened the bank and robbed it of 
funding for debt relief and soft loans, and 
for emergencies, writes Robert Chote 


T he World Bank has 
warned Its shareholders 

that the unprecedented 
loan packages It has agreed 
for crisis-hit countries in 
Asia threaten to limit its 
ability to help poor countries 
and deal with emergencies. 

This prospect Is likely to 
create friction at the World 
Bank's spring meetings this 
month, with industrial coun- 
tries pressing middle income 
nations to pay more to bor- 
row from the Rank. They in 
turn will argue that the 
industrial countries are try- 
ing to avoid paying far their 
own pet projects. 

Help for Asia and higher 
lending to eastern Europe 
mean that the Bank expects 
to disburse loans worth a net 
$llbn this year, far in excess 


of the $2 bn pencilled in just 
four months ago. Disburse- 
ments next fiscal year are 
expected to hit Sl4bn. 

James Wolfensohn, the 
World Bank president, will 
tell finance and development 
ministers this month that 
these disbursements - while 
necessary - are exacerbating 
the long-term weakness of 

Rank inmm p 

Disbursements this year 
and next are forecast to be 
glfibn higher than the Bank 
expected last year. Under 
curr ent rules, the Rank tar- 
gets a loans-to-reserves ratio 
of 13-15 per cent and holds 
accumulated loan loss provi- 
sions equal to 3 per cent of 
outs tanding loans. Maintain- 
ing this would mean provi- 
sioning expenses of 3300m- 


$400m this year and next. 

This would punch a big 
hole in the Bank’s net 
income, which tt has used in 
recent years to pay for debt 
relief and soft loans for poor 
countries and to finance 
emergency projects in Gaza. 

Last year the Bank earned 
$7.2bn in interest on its loan 
portfolio and 3834m from 
investments. After interest 
payments on its borrowing: 
administrative expenses and 
contributions to special pro- 
grammes, this left net 
Income of just under gLSbn. 

But the Bank’s net income 
is now forecast to Gall below 
3900m this year and lower 
still in fiscal year 1999. The 
precise level will be unclear 
until the board decides 
exactly how much to put in 
reserves. The Asian crisis 
will make the Bank’s portfo- 
lio appear more risky, but 
there is an offsetting rhanr* 
that some countries will fol- 
low Syria’s example and 


start clearing their arrears. 

In the short-term, this 
means that net income is 
likely to fall short of the 
demands on it. But the 
income gap is not simply a 
problem for this and the 
forthcoming fiscal year. 

At last year’s spring meet- 
ing, Mr Wolfensohn told 
finance and development 
ministers that the Bank's 
income was set to halve 
between fiscal year 1996 and 
fiscal year 2005. By fiscal 
year 1999 income would be 
too low to inflation-proof its 
J25bn capital base. 

I ncome is failing in part 
because relatively lucra- 
tive fixed rate loans are 
expiring and because lend- 
ing on the Bank’s standard 
terms is no longer profitable 
at the margin. The Bank 
runs in the black only 
because its richer sharehold- 
ers do not demand a divi- 
dend on their capital. 


The Bank’s executi ve 
directors are now discussing 
ways to boost its income. 
One suggestion, favoured by 
countries such as rthhm and 
Korea, would be far share- 
holders to pay in more capi- 
tal. This is most unlikely. 

Another possibility would 
be to reduce administrative 
costs, but savings here are 
already being plou ghed back 
Into the Bank's frontline 
operations under a current 
internal reorganisation. 
There also seems little scope 
to reduce by much the scale 
of the Back's operations. 

Attention is more likely to 
focus first on the Bank’s 
reserves policy, where 
money could be saved by 

nwpsring thp rhMiwBi of ftp 

Bank's loan portfolio in a 
more sophisticated way. 

Directors are also discuss- 
ing ways to raise more reve- 
nue. Officials believe that 
taking more risks with ftp 
investment portfolio could 


raise 3150m a year. Charging 
a fee for programme prepara- 
tion would also raise 
upwards of 3140m a year. 

The most controversial 
proposals involve increasing 

the cost of loans. Removing 
the 25 basis point interest 
rate waiver offered to bor- 
rowers that service debts on 
time could raise $260m a 
year in the short term. 

But the long-term money 
spinner would be to raise the 
cost of new loans by 75 basis 
points - reducing their price 
advantage over private sec- 
tor loans by a quarter. This 
would raise only $70m in fis- 
cal year 1999 but 3650m by 
fiscal year 2007. 

These options should be 
welcomed by poor and indus- 
trial countries, but not the 
Bank’s core middle-income 
clientele. This poses a politi- 
cal problem that militates 
against quick agreement, 
but Mr Wolfensohn knows 
ft rt* is running out. 


Egypt 
cracks 
down on 
press 

By Marie Mfbasd inC*ko 

Egyptian authorities banned 
distribution of 3S newspa- 
pers magazines printed 
in tax-free industrial zones 
yesterday In the latest action 
against the country’s 
fttwaadHg l y outspoken Inde- 
pendent media. 

A wide range of En g li sh 
and Arabic language news- 
papers will be affected by 
the ban issued on Tuesday 
by the General Authority for 
Investment (Gail), which 
controls the tax-free zones. 

Newspapers published in 
the free rones are subject to 
censorship both before and 
after printing. Only on 
receipt of written clearance 
and .payment of customs 
duties may each issue be dis- 
tributed outside the free 
zone. 

Journalists regard the lat- 
est action as an attempt by 
poBdcal figures opposed to 
economic liberalisation to 
nririArmir yj the media in 
advance of any liberalisation 
of Egypt’s political system. 

-It's the function of the 
media that they don’t like. If 
we move property into the 
privatisation process, the 
entire power structure will 
change hi Egypt,” said His- 
ham Qassem, publisher of 
the Cairo Times, which is 
printed in the tax-free 
zone. “They want to get us 
now, because within a year 
they won't be able to." 

Doubts have been raised 
over whether the Gafi has 
authority to ban distribution 
of publications. A govern- 
ment confirmed yes- 

terday “there is nothing in 
the [free zones] legislation 
affecting the press.” 

One nffirial said the action 
was taken on orders of the 
prime minister, Kamel el- 
Gezuouxi, who had become 
“ thin skinn ed” in the face of 
criticism of government pol- 
icy. “This is an example or 
the [reformist] pendulum 
hitting the other wall. . . It's 
one step back, but at some 
point - not next week, per- 
haps Tw><t year — there will 
be two steps forward." 


Plea on 
human 
rights in 



By Routs XfcaKffe Lawton 

Human rights otganteattooi 
are urging western govern- 
ments to push for u» 
appointment of a United 
Nations rapporteur on 
Algeria at the UN Human 
Rights commtesfea. 

Algerian activist* yester- 
day joined in a tafiy organ- 
ised by Amnesty Intern*, 
tional at the British 
parliament.- Salim* CHtewH, 
editor of Algerian weekly La 
Nation, said she did not 
expect the west to solve 
Algeria's problems hut at 
least to maintain pressure 
on human rights. ' 

Human rights groups have 
for mouths been calling for 
independent investigations 
into the killings in A&erta. 
But Algiers rejects such 
demands and no western 
government appears ready 
to go as for os pushing for a 
rapporteur at the UN Human 
Rights Commission’s meet- 
ings ending on AprB 23. The 
rapporteur would regularly 
report cm abuses. 

Human rights groups and 
western governments are 
now hoping that the UN 
Commission would at least 
lead to visits by special UN 
rapporteurs on torture and 
extra-judicial killings. The 
US is considering sponsoring 
a resolution to prod Algeria 
to allow these visits. 

Algiers several years ago 
had accepted the principle of 
a visit by the two special 
rapporteurs but it recently 
rebuffed US and European 
Union requests far immedi- 
ate access. 

The Algerian government 
says the problem is terror- 
ism by Islamist extremists, 
not human rights. Ahmed 
Benyandna. Algeria's ambas- 
sador in London, said his 
government would not bow 
to pressure and rejected poli- 
ticisation of the human 
rights issue. “We resent that 
due consideration is not 
given to the democratisatkm 
of the country,” he said, 
adding Algeria bad submit- 
ted a human rights report to 
a UN committee. 
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MAD COW DISEASE COMMISSION SHELVES BAN ON CATTLE PARTS 


Europe’s BSE muddle averts trade war 
but fails to deal with threat to health 


By Ifflcbael South in Brussels 

Rarely has the European 
Union made such a mess of 
law-making. 

On Tuesday evening it was 
six hours away from imple- 
menting legislation which, if 
strictly applied, would have 
halted billions of dollars of 
trade in life-saving medi- 
cines and other industrial 
products, and caused severe 
friction with the US. 

The 15 EU nations had 
known for months that the 
proposed law banning poten- 
tially infectious cattle parts 
would have undesired and 
unintended consequences, 
but deep divisions prevented 
them from changing or 
delaying the bon. 

A last-ditch deal was 
finally reached on Tuesday 
evening for a postponement 
from April Z to next Janu- 
ary. 

But the European Commis- 
sion, the EU executive, 
which has pushed for a ban 
as part of its fight against 
BSE. or “mad cow" disease, 
is wondering how it can 
meet member country 
demands that it change the 
proposed law to their satis- 
faction. even with nine 
months on its hands. 

“They are keeping from 


me the secret of how we can 
find agreement." said a 
highly irritated Franz Fis- 
chler, agriculture commis- 
sioner. 

The delay will also 
heighten fears among con- 
sumers about the safety of 
eating meat, particularly 
beef, if slaughter houses are 
not required to remove the 
cattle, sheep and goat parts, 
including brains and spinal 
columns, which the Commis- 
sion wanted banned. BSE 
has been linked to CJD. a 
fatal disease affecting 
people. 

Meanwhile, Commission 
and government officials 
will be analysing how 
attempts to protect consum- 
ers have gone so badly 
wrong, and how they can 
avoid such public division 
and prevarication in the 
future. 

The Commission puts the 
blame firmly at the door of 
national governments, com- 
plaining yesterday that they 
would need to be more "con- 
structive and cooperative” if 
a solution was to be found. 
However, some problems are 
Its own creation. 

It was pushed into 
an ultra-cautious stance on 
BSE last year when 
the European parliament 


threatened to sack it. 

But Commissioners knew 
they had a struggle on their 
hands when they decided 
last July to go ahead with 
ban on “specified risk mate- 
rials” in cattle, sheep and 
goats against opposition 
from seven or the 15 EU 
countries. 

It could have ridden the 
opposition with the right leg- 
islation, But the proposed 
law was deeply flawed, not 


remove the specified risk 
material minutely present in 
billions of dollars of exports 
to the EU every year. It 
threatened a trade war. 

US officials - and indeed 
their counterparts from EU 
countries - became increas- 
ingly frustrated with the dif- 
ficulties in getting Informa- 
tion about the ban. 

Several commissioners 
and their departments had 
responsibilities for different 


Commission officials will be analysing 
how attempts to protect consumers 
have gone so badly wrong, and how 
they can avoid such public division 
and prevarication in the future 


least because it imposed a 
ban on all use of risk mate- 
rial. 

This presented big prob- 
lems for a range of indus- 
tries including pharmaceuti- 
cals. cosmetics and even tyre 
making which use ingredi- 
ents made from cattle and 
sheep carcasses. 

The US. which has never 
suffered any BSE, said it 
would be too expensive to 


aspects of the ban. Each had 
a different view, and diplo- 
mats complain co-ordination 
was poor. 

Some Commission nfnraaig 
believe there should be 
rationalisation with food law 
responsibilities concentrated 
in fewer directorates. 

That, however, offers little 
hope of a solution to the 
Commission's problems in 
finding agreement from EU 


nations far a risk material 
ban in the short-term. Nor is 
there likely to be one. 

After foiling to find a for- 
mula for the ban's first 
planned imp lementation an 
January l, the Commission 
in March proposed a two-tier 
system which would allow 
countries to apply far ban 
exemptions if they could 
demonstrate they were free 
of BSE. 

This enraged countries 
like the UK, France and 
Ireland which had already 
put bans in place. Countries 
like Germany which claim to 
be BSE-free were worried 
they coaid not prove it 

The result was a sclerosis 
in the decision-making sys- 
tem. Last week, a frustrated 
Commission said ft wanted 
to withdraw the ban alto- 
gether so it could consult 
parliament and member 
states for a new proposal 
based on the Latest scientific 
evidence. 

Yesterday, the Commis- 
sion made clear that this 
option - rather than a revi- 
sion of the existing proposal 
- remained its favoured 
approach. That means there 
is unlikely to be a ban in 
place next January, since an 
agreement between member 
countries and parliament 



Franz Rschten Irritated . 

will take up to two years to 
negotiate. 

Should consumers be . wor- 
ried? The latest advice from 
EU scientists is that the list 
of specified risk materials 
should, if anything, be get- 
ting longer. In their last 
communication to the Com- 
mission, they appeared to 
give partial support to the 
UK’s recent decision to ban 
beef-an-the-bone. 

Most continental Europe 
beef eaters will thus be able 
to carry an chopping T-bone 
steak to their heart's delight 

Governments appear to be 
taking the view that the, sci- 
entists are being ultra-cau- 
tious. But if the BSE epi- 
demic spreads to humans 
and specified risk materials 
prove to be the carrier, EU 
governments will have a 
hard rime explaining the 
events of the last nine 
mouths to their electorates. 


US still pushing to bring down trade barriers 


By Haney Drama In Washington 

The US last year made 
progress against one Japa- 
nese trade barrier - keeping 
out racehorses. 

The Japan Racing Associa- 
tion limits participation of 
foreign horses, but agreed to 
open its gates to foreign 
racehorses in nine events 
and will increase the num- 
ber to n in 1898. 

However, little else has 
changed in the bilateral 
trade relationship, except 
that the US goods deficit 
with Japan has risen from 
S47.7bn to $55.7bn. 

The 1997 report on foreign 
trade barriers, released this 
week by the US Trade Repre- 
sentative, shows that "the 
administration continues to 
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pursue improvements in 
market access". 

This is the 13th annual 
trade report. It used to be a 


feared and resented docu- 
ment following a 1988 law 
stating the Trade Represen- 
tative must make its find- 
ings the bams for so-called 
"Super 301" complaints. 
Under "Super 301’*. those 
countries with egregious 
trade barriers were told to 
improve market access or 
face sanctions. 

With the advent of the 
World Trade Organisation’s 
dispute settlement system, 
the US has virtually aban- 
doned bilateral sabre rat- 
tling and now takes most of 
its complaints to Geneva. 

But the National Trade 
Estimates report remains as 
"a broad policy document 
highlighting US concerns," 
Jay Ziegler, spokesman for 
the Trade Representative,' 


says. As such, its message to 
Japan bas evolved considera- 
bly since last year, when the 
report placed elimination of 
trade barriers “at the centre 
of the US-Japan economic 
relationship”. 

This year, some 40 pages 

of individual industry com- 
plaints range from dietary 
supplements to worries over 
Japanese car dealers unen- 
thusiastic about trying to 
sell American vehicles. On 
the plus side, the trade office 
has concluded deals to 
reduce or eliminate Japanese 
harriers affecting wood prod- 
ucts, sound recordings, 
tomatoes, telecoms procure- 
ment. spirits and aviation. 

But the report’s em phasis 
was on structural and mac- 
roeconomic issues. It says 


the 1995 three-year Japan 
Deregulation Action Plan 
was ineffective because the 
most important recommen- 
dations were “often Ignored" 
by the Japanese, 

The trade office rests its 
hopes on last year’s US-Ja- 
pan Enhanced Initiative on 
Deregulation Competi- 
tion Policy seeking “signifi- 
cant’’ deregulation for tele- 
coms, medical devices and 
pharmaceutical products, 
housing, flnanrfai services 
competition policy, distribu- 
tion and transparency. 

The report has little new 
to say about its differences 
with the EU. where “restric- 
tive distribution practices, 
tariffs and unpredictable 
product approval, labelling 
and licensing requirements 


have restricted market 
access”. 

It has added to the list of 
worries a new beef lahoiwng 

law, because “a lade of time- 
liness in announcing and 
transparency in implement- 
ing these regulation could 
disrupt US beef sales". 

The US merchandise trade 
deficit with China soared 
last year to almost $5Qbn. 
Beijing was praised .for 
improving the transparency 
of its trade regime; but the 
report raises concerns about 
Its trading rights system, 
which restricts the number 
of entities allowed ■ to 
engage in. international 
trade. In areas where 
demand exceeds supply, a 
large illegal grey market has 
developed. 


Chile plans 
$2bn weapons 
modernisation 


By Imogen Marie in Santiago 

The Chilean armed forces 
are going ahead with an 
ambitious programme of 
arms procurement to 
re-equip and modernise their 
arsenals. 

The army is expected to 
announce a big new pur- 
chase within the next few 
days and plans to buy and 
modernise 100 AMX-30B2 
main battle fanfcq from the 
French army, at an esti- 
mated cost of $i00m. These 
are in addition to the 200 
Leopard tanks they bought 
from Germany last year, far 
about 3900m. 

The air force bas finished 
its technical analysis of four 
competing models of combat 
aircraft which it is consider- 
ing. But General Fernando 
Rojas, the air force com- 
mander, said last week that 
they would not be .drawing 
up a shortlist , of two final- 
ists^ as had been expected. 

Instead they are asking all 
four contenders - the Saab- 
Brttisb Aerospace Gripen 
JAS-39, the Mirage 2000-5. 
the F-16 C/D model from 
Lockheed Martin of the US, 
and the F-lS from McDonnell 
Douglas - to come up with 
proposals ou finance. 

So .for the Chilean govern- 
ment bas not asked for offset 
deals in investments or ben- 
efits. However, ftfa is expec- 
ted to be raised in the com- 
ing round of negotiations. 

- -Saab, which is part of Swe- 
den’s Wallenburg group, is 
the only manufacturer to 
have offered offset invest- 
ments. which It says would 
create between 5.000 and 
10,000 jobs in Chile. 

The initial order will be 
for 12 to 16 aircraft, worth 
$®Xnn. But the air force has 
said it will gradually replace 
its combat fleet with a total 
of 60 aircraft exclusively 
with whichever manufac- 
turer it chooses, so the final 
order would be about $l.Sbn. 

Tb e Chilean navy opted 
year to buy two Scor- 
pene submarines, for $25Qm 
each, from a French-Spanish 
consorti um 

There was a strong lobby 
from the German rival, the 


209, and two other contend- 
ers. the British Upholder and 
the Swedish Gotland class 
submarines. 

The Scorpene was the 
most modern and one of the 
most expensive options but 
bad the added benefit of of a 
nuclear capability. The sub- 
marine, however, will be fit- 
ted with a conventional Ger- 
man-made engine. ' The 
submarines will replace two 
older UK Oberon class 
machines. 

The Chilean armed farces 
have the unique advantage 
in the region that they have 
a guaranteed arms procure- 
ment budget from the sales 
of Codelco, the state copper 
company. 

Codelco is obliged to hand 
over 10 per cent of its annual 

sales revenue, which is 
worth about 3300m a year for 
the military budget Before 
leaving power in 1980 the 
military also imposed a 
“floor” on the defence bud- 
get, which cannot be cut by 
Congress or by the execu- 
tive. 

Nevertheless, the Brazilian 
air force is also looking to 
buy zoo combat aircraft A 
delegation visited FZDAE, 
the Santiago air fair last 
week, where the four can- 
tenders far the ^miti con- 
tract were all showing their 
aircraft 

• Australia has decided not 
to buy four large second- 
hand destroyers from the US 
Navy, Australian Defence 
Department sources said yes- 
terday, Reuters reports from 
Canberra. 

Media reports last month 
said the navy was consider- 
ing buying four 9, 600-tonne 
Kidd Class ships, to replace 
three 4,600-tonne Adams 
Class destroyers due for 
retirement 

The US ships were on offer 
for A330m {US*l9An> each, 
compared with a A?ibo price 
tag for. new destroyers. 

A spokesman for 'J** 
McLachlao. the defence min- 
ister,. said the was no 
longer being considered. 
"The navy may have, had 
some thoughts about ft, but 
it hasn’t gone any farther, 
he said. 
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Lottery group buys out GTech for $ 84 m 


■nd Georgs P&rfcar 

GTe«h. the US lottery 
equipment supplier, yester- 
day ended its involvement in 
the running of the UK 
National Lottery after Came- 
lot, the consortium which 
operates the lottery, bought 
out its stake in the consor- 
tium for £5Lm (584m). 

The continued involve- 
ment of GTech, which is 

under Investigation for its 
fitness to be involved in 
operating the Lottery, bad 
threatened Camelot’s 


chances of having its Bfww* 
renewed in ZOOL 
Meanwhile the govern- 
ment yesterday announced 
an overhaul of the regula- 
tion of the lottery, in an 
attempt to safeguard : the 
I m a g e of the competition. 
Caznelot has been under 
pressure to sever its Bwfc« ' 
with GTech since Richard 
Branson's court victory in 
February over allegations 
that Guy Snowden, the for- 
mer GTech director, tried to 
bribe Mtn into paUfng out of 
the race to run the UK lot- 
tery. Mr Snowden, who 


resigned from GTech and the 
board of flamekrt, is appeal- 
ing against the verdict 
GTech's sudden sale of its 
22V* per cent stake in the 
lottery came an the day the 
government announced a big 
overhaul of lottery regula- 
tion. It plans to replace the 
director general of Oflot 
with a 5-member National 
Lottery Commission- 
Camel ot, which initiated 
the buy-out, said it was “the 
right response to the public 
mood tor a largely Bzttish- 
owned operator of the 
National Lottery". GTech 


will continue to act as sup- 
plier to Gamelot of lottery 
systems and services. 

The stakes held by Cad- 
bury Scheweppes, the con- 
fectionery company, De La 
Rue, the security printer, 
and Racal Electronics rose 
from 22% per amt to 26.67 
per cent. That of ICL, the UK 
computer offshoot of Fujitsu, 
doubled to 20 per cent 

GTech, which had previ- 
ously said it could not envis- 
age any circumstances in 
which it would sell its share- 
holding; said yesterday Cam- 
elot’s offer represented a 


"good business decision.” 

• Fund managers have 
taken the unusual step of 
protesting to the govern- 
ment over a Budget increase 
in gaming duty. 

Scottish Widows, Mercury 
Asset Management and Jupi- 
ter Asset Management are 
among the Institutional 
investors in London Clubs 
and Capital Corporation, the 
two most affected casino 
co mp anies, to have written 
to the Treasury. 

Shares in London Clubs 
and Capital Corporation 
have fallen by 26 per cent 


and 20 per cent respectively 
since the Budget measure 
two weeks ago which 
increased the top rate of 
gaming duty from 33% per 
cent to 40 per cent The four 
casino duty thresholds were 
also lowered. 

The measure, which came 
into effect yesterday primar- 
ily affects London casinos, 
which pay 80 per cent of 
gaming duty. London Clubs, 
the largest London operator, 
said if the increases had 
been applied last year, it 
would have paid 60 per cent 
of the s um 


EU rule 
on hours 
to include 
workers’ 
exemption 

By Robert Taylor in London and 
RUchaeC Smfth h Bresseb 


Employees in Britain w£Q be 
allowed to work more than 
48 hours a week under indi- 
vidual agreements with their 
employers in line with the 
government's proposal to 
implement the European 
Union's directive that seeks 
to restrict working hours. 

The draft of proposed leg- 
islation will be published 
next week and becomes law 
in October. Trade union 
leaders fear the government 
has given ground to meet 
concerns of UK business 
organisations, which have 
lobbied for companies to 
have maximum flexibility 
under the new law. 

Ian McCartney, the indus- 
try minister, said yesterday 
that millions of workers 
would gain new rights over 
work time, extra holidays 
and statutory breaks under 
the legislation. For the first 
time in UK law, he added, no 
worker could be toned by an 
employer to work more than 
48 hours a weds 

Government officials 
believe their strict Interpre- 
tation of the working time 
directive does not infringe it 
and will not face a legal 
challenge in the European 
Court of Justice. The test UK 
government claimed the 
directive was unlawful 
because it was not a health 
and safety measure and 
required a unanimous major- 
ity of EU states to secure 
approval, it lost its case. 

In 1993 John Malar, then 
prime minister, succeeded in 
inserting a clause Into the 
directive which enables 
countries to opt out of the 
restriction oh working hours 
tor seven yearn if individual 
workers agree to work lon- 
ger. It is this provision the 
Labour government intends 
to enforce in UK legislation, 
even where a collective 
agreement exists. 

The European Commission 
confirmed there was an 
option allowing member 
states exemptions to work- 
ing hour limits but stressed 
certain criteria had to be 
met. Employers needed 
workers' agreements and no 
employee should be penal- 
ised if unwilling to work 
more than specified hours. 

Companies must also keep 
up-to-date records of 
arrangements for walking 
hours longer than the 48 per- 
mitted. Officials pointed out 
that the exemptions option 
would be reviewed in 2083 
and it was unlikely the com- 
mission would recommend It 
continued. 


Pound’s advance 
fails to deter 
German investors 

Groups such as Siemens and Schmidt are 
confident, and a flexible workforce is still 
an attraction, Peter Marsh discovers 


S chmidt, the German 
company which leads 
the European market in 
“mini" road sweepers, bases 
production at a factory in 
eastern wtrufowa it exports 
three-quarters of its output 
and has been, suffering as 
the pound has soared above 
DM3. 

“We have been forced to 
reduce our margins and are 
worried about what might 
happen if the pound cantm* 
ues to rise," said Andrew 
■Te nkina nn, UK sales direc- 
tor. 

But sterling's strength is 
only part of the picture for 
Schmidt’s UK operation, 
which is planning to keep 
sales this year at around last 
year's £20m (533m). 

The advance of the pound 
over the past 18 months - to 
its highest level against a 
basket of world currencies in 
nearly a decade - has driven 
the business to accelerate 
internal efficiency pro- 
grammes and persuade UK 
suppliers to accept cost 
reductions. 

It has also stepped up 
development projects based 
around new sweeper or drive 
techniques. “We are confi- 
dent that our record on inno- 
vation will carry us 
through,” says Mr Jankin- 
son. 

These thoughts are echoed 
.by other German manufac- 
turers in the UK, many of 
which have stepped up 


investments as a result of 
Britain's relatively low 
labour costs and good record 
for many years since earlier 
strike-bound decades an 
worker flexibility. 

A weak currency - which 
followed the Britain's 1992 
exit from the exchange rate 
mechanism - was another 
draw. In 1996 Goman com- 
panies invested nearly £lbn 
in the UK. much of this in 
manufacturing. However, 
few German companies say 
the pound’s sudden rise is 
enough to d^ lfT them from 
investing in the UK. 

The UK arm of Siemens, 
the big German ^n gmwrmg 
company which employs 
14,000 people in Britain, has 
annual sales of Alan 
Wood, the chief executive, 
said: “My feeling is still one 
of confidence. It is not a Ger- 
man trait to make 
judgments based on 
short-term changes." 

At the UK production 
operations of Germany’s 
Linde, the world's biggest 
lift-truck maker, Wolfgang 
Geuecke, joint managing 
director, admits to some con- 
cerns. 

The company's main UK 
plant, in southern England, 
exports three-quarters at its 
S3SOm a year output, mostly 
to other European countries 
where the machines beco me 
more expensive. Linde’s UK 
managers can balance some 
■of their reduced carport mar- 
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gins with lower prices of 
imported, German -made 
trucks. 

Overall, says Mr Geuecke, 
Unde’s experience in the UK 
has been good. 

“The currency changes in 
the past two years have 
wiped out the effects of our 
substantial UK productivity 
gains over the same time. 
Without the rise in the 
pound, our .performance 
would have been fantastic,” ' 
he explains. 

Horst Bischof, UK manag- 
ing director of Heraens 
Noblelight, part of Heraeus, 
the big German instruments 
group, is worried mainly by 


the effects of the pound's 
rise on reducing demand 
from UK customers for Nob- 
lelight 's specialist laser 
sources, used in industrial 
machines. 

But he points to a range of 
benefits from a British pro- 
duction base. 

“I like the flexibility and 
creativity that you find in 
the UK, particularly for 
peqple .workixig in research,” 
be saps. “In Germany, the 
workers are good, but they 
are often [intellectually] 
slightly constrained.” 


Siemens chief speaks, Page 13 


NORTHERN IRELAND IMPASSE CENTRES ON REPUBLIC'S TERRITORIAL CLAIMS 


Exasperated Blair in talks plea 


By John Hu ir a y Brawn 
to Belfast 


Tony Blair, the prime 
minister, signalled his exas- 
peration with the stalled 
Northern Ireland peace talks 
yesterday, urging recalci- 
trant pro-British unionists to 
seize the opportunity tor a 
deal. 

It is an historic opportu- 
nity” he said in the House 
of Commons. “It will come 
this generation and maybe 
not in future generations. So 
please for goodness sake, 
help us get to where tiie vast 
majority of the people of 
Northern Ireland want to 
be.” 

The evident frustration in 
the prime minister's 
remarks point to the difficul- 
ties Earing the talks, which 


yesterday bit a new impasse 
as John Taylor, the Ulster 
Unionist deputy leader, 
warned there would be no 
negotiations until the Irish 
government indicated it 
would remove the territorial 
claim to Northern Ireland in 
its constitution. 

Liz O'Donnell, the Irish 
republic’s deputy foreign 
minister, accused Mr Taylor 
of “political imma turity". Ms 
O’Donnell, who was visiting 
Northern Ir eland , said it was 
“quite unfair at this late 
stage” for unionists to be 

mnWng mwh rinm a nd li with- 
out giving any ground on 
nationalist demands for pow- 
erful north-south institu- 
tions. 

• The UK government yes- 
terday rejected United 
Nations demands for a fresh 


investigation into the mur- 
der of a Northern Ireland 
lawyer. “Unless new evi- 
dence is brought to light, 
there could be no justifica- 
tion for another inquiry, 
although the police file 
remains open,” a govern- 
ment statement said. 

Pat Finucane was shot 
dead by anti -nationalist 
paramilitaries at his home in 
north Belfast in 1989. A 
repent an the case has been 
drawn up by Malaysian 
jurist Param Cumaraswamy, 
the UN Human Rights Com- 
missi on’s special rapporteur 
on the independence of 
judges and lawyers. He 
called tor a new investiga- 
tion after colleagues of the 
dead man claimed the police 
deliberately endangered him 
by accusing him and other 


lawyers of being l i n ked to 
the Irish Republican Army. 

Adam Ingram, Northern 
Ireland security minister in 
he UK government, said the 
accusations were a matter OT 
"considerable concern” and 
if there was new evidence 
the government would want 
to ensure it was examined. 
The government accepted 
that aspects of the system of 
investigating complaints 
against the police were “fail- 
ing to inspire public confi- 
dence”. 

Mr Cumaraswamy had 
urged the government to 
appoint a judicial inquiry to 
investigate the murder and 
to set up a tribunal similar 
to that which is to re- 
examine the 1972 “Bloody 
Sunday” killing s by British 
soldiers in Londonderry. 


European climate warms for growing businesses 


London conference set to stimulate debate 
on how the EU can echo entrepreneurial 
success of US, says Katharine Campbell 


C hris Evans, the biotech- 
nology entrepreneur, 
derives wry amusement 
from a remark made to him 
after a particularly frenetic 
period oT activity among bis 
portfolio of young companies 
tot summer. 

"For one of our most 
enterprising young men. you 
don’t half take some risks, 
said a senior member of the 
British esta bl ish me nt, appar- 
ently without irony. Mr 
Evans also chairs the task 

force of entrepreneure and 
government officials (BEST) 
set np at test year’s EU sum- 
mit in Amsterdam. 


Gaining a better under- 
standing of what is meant by 
entrepreneurship is the pur- 
pose of the UK government's 
Enterprising Europe confer- 
ence in London next week. 
Barbara Roche, the minister 
tor firms, says: “It is 
all about raising the profile 
of enterprise" 

As the flagship event in 
the area during the UK’s 
presidency of the European 
Union, the conference is 
intended to stimulate debate 
about how member states 
can create a better dimate 
for growing businesses. Pro- 
fessor Daniel Muzyka at 


Wise 




vaaa/w financevvise.com 


FHMV your WWb Miefi 
JESbSSdn* antiftawm* 

r to we w dbyBM 


Insead says: “As you look 
-across Europe, there is a 

gathering realisation that 

the economic renewal func- 
tion is not operating as well 
as it should.” 

The US is reckoned to 
have created about 7m new 
jobs this decade in a period 
during which Europe, 
despite the unification of 
Germany, has lost jobs. 

The 300 delegates have 
completed a questionnaire 
from Professor Sue Birley at 
Imperial College Manage- 
ment School, London. She 
says the results - "just a bit 
of fun” - show that three- 
quarters claim to have the 
right sort of entrepreneurial 
attitude. “They all agree 
they Should be creative and 
understand their customers. 
The question is, what is the 
reality?" 

It is hard to pin down 
what wwgbf 1 egwgrgp f rftift the 
conference. But the Euro- 
pean Commission will at 
least get scone food for 
thought In June from the 
BEST task tome which is to 
come up with 20 or 30 recom- 
mendations at the EU sum- 
mit in Cardiff, south Wales, 


Competition proposals ‘are flawed’ 


Most leading UK competition 
experts think the government’s 

competition bffi is flawed and 

should not tie enacted by par- 
liament in Its present form. 

According to a survey by 
Globa! Competition Review, a 
specialist publication, 58 per 
cent of lawyers and 63 per cent 
of economists believe the bffl is 
party drafted and wffl lead to 
uncertainty which could damage 
British business, Robert Rice 
writes. 

The bffl Is designed to bring 
the UK's competition regime 
into One with the rest of the 
Stsopean by introducing a ban 

on artti- oompetiti ve agreements 


and abuse by a company of its 
dominant position in a market. 
Companies that flout the new 

laws face fines of up to 10 per 
cent of their UK turnover. 

lawyers appeared concerned 
that the bill would make the UK 
the most regulated economy in 
Europe. 

“There's certainly a risk that 
this level of regulation wTB have 
a chilfing effect on innovation in 
the UK.” said Linda Martin 
Alegi. a partner of Baker & 
McKenzie, the City of London 
law firm. Almost two-thirds of 
respondents also expressed 
serious doubts about the pow- 
ers given to utility regulators. 


of how to improve the cU- 
mate for growing business. 

A significant initiative is 
expected on a. guarantee sys- 
tem for bank finance of 
start-up companies. There 
will be a section on educa- 
tion and training, “My 
impression across Europe is 
that the entrepr en eurs them- 
selves tend to be quite good 
but the managers, the rest of 


the team, are often distinctly 
flakey." says Mr Evans. 

He says he also wants to 
simplify regulations in areas 
Stuxb as health and safety. 
The spirit of the rules should 
be enforced with, say, a sin- 
gle visit from the relevant 
official, so that companies 
no longer have to plough 
through layers of irrelevant 
compliance. 


Ministers 
join style 
gurus to 
rebrand 
the nation 

FT Reporters to London 


Robin Cook, the foreign 
secretary, yesterday 
announced the creation of a 
33-strong panel of luminaries 
to transform Britain’s image. 

Panel 2000 - which 
Includes an eclectic mix of 
style gurus, politicians and 
donors to the governing 
Labour party - has been 
charged with selling Britain 
as a nation of flair and inno- 
vation. 

Tony Blair, the prime min- 
ister, will today join the 
effort when he tours a a tem- 
porary design showcase 
housed in a big grey tent in 
Horse guards Parade, near 
the Houses of Parliament 

The location of the 
“powerhouseruk” exhibition 
appeals to have been chosen 
to represent “new Britain” 
at the heart of a London dis- 
trict associated with royalty, 
pomp and ceremony. 

Mr Cook, who has been 
presenting a rather confron- 
tational Image of the UK on 
his recent overseas trips, 
yesterday lent his weight to 
the rebr andin g exercise. Mr 
Cook said: “There could be 
no more important task for 
the Foreign Office than to 
convey to those around us a 
positive and accurate image 
of the modern Britain." 

In the vanguard of the 
Cook revolution are such tal- 
ents as Stella McCartney, 
the designer. Judy Simpson, 
the athlete, Ruth Mackenzie 
of Scottish Opera, and 
Zeinab Badawi, a television 
news presenter. The panel 
will be chaired by Derek 
Fatchett, a Foreign Office 
minister. 

Francis Maude, the culture 
spokesman in the opposition 
Conservative party, dis- 
missed government attempts 
to re-brand the nation. 
“Labour is uncomfortable 
with the past because of its 
own ignominious history,” 
he said. 


NEWS DIGEST 


EFFECTS OF STRONG POUND 


Manufacturing data show 
strong domestic demand 

One in four UK manufacturers reported lower export orders 
last month In a survey, blaming the strong pound and the 
east Asian economic turmoil. But the monthly survey by the 
Chartered Institute of Purchasing and Supply found that man- 
ufacturing output continues to Increase, meaning that demand 
within the UK continues to be strong. The survey, of manag- 
ers responsible for budgets worth £750bn ($1.252 bn) at 300 
industrial companies, found that orders from outside the UK 
fed In March for the third successive month. 

But the benefits for manufacturers of the strong pound - 
which is 30 per cent higher on a trade-weighted -basis since 
mid-1996 - were also shown. Nearly a quarter of all compa- 
nies reported, paying lower prices for thee raw materials and 
inputs. The survey noted: “Weaker worldwide demand for 
many commodities stemming from the east Aslan crisis and 
the need for domestic suppliers to compete with cheaper 
Imports enabled an increasing number of firms to negotiate 
lower prices with suppliers.” Richard Adams, London 
Lex, Page 19 

PRIVATISED UTILITIES 

$ 18 bn cut in earnings base 

Asset values on which returns of privatised utilities are calcu- 
lated have been cut by more than £11 bn ($1 8.4 bn) since 1994 
as government and industry regulators have moved to curb 
prices and prevent excessive profits growth, economists were 
told yesterday. National Economic Research Associates said 
the reduction in the regulatory asset base of private utilities 
had reduced their potential earnings. 

The consultants said that moves by regulators and govern- 
ment to reinterpret rules had caused unnecessary uncertainty, 
making K more difficult for utilities to raise firunce from bank- 
ers and shareholders. 

Graham Houston, an associate director of the consultants, 
warned that investors were likely to feel further pain. “Regula- 
tors have flagged up the equivalent of a further £5£bn reduc- 
tion In asset values of private utilities when they conduct the 
nod round of prices reviews.” Andrew Taylor, London 

FINANCIAL WATCHDOG ACTS 


Dealer’s world assets frozen 

The Financial Services Authority has won court orders in Lon- 
don against Steven Rhodes, an unauthorised share dealer 
who, it claims, offered shares in a US company to investors In 
Ireland, Jersey and South Africa. 

About £250,000 ($417,500) is believed to have been taken 
from investors who were told they were buying shares in 
International Resorts and Entertainment Group, a Florida- 
based hotels company. Although some investors received cer- 
tificates, the US group told them the purchases were “null 
and void,’ the FSA said. Joey efi Francesco, the US compa- 
ny’s president, said yesterday Mr Rhodes had foiled to trans- 
fer the money for the shares. 

The orders freeze the worldwide assets of Mr Rhodes and 
restrain him from carrying on unauthorised investment busi- 
ness in the UK. Clay Harris, London 


WARTIME RESTITUTION CLAIMS 


Report may face delay 

Ministers are reconsidering their decision not to allow up to 
25,000 individuals to claim back assets worth up to £33m 
($55 m) at 1939 prices which were taken from them during the 
second world war. The rethink has put in doubt plans to pub- 
lish this Friday a report detailing how the government confis- 
cated assets from nationals of Germany and other enemy 
countries, including many who were victims of the Nazis. 

Last weekend, the government's trade and industry depart- 
ment said it was poised to pay some compensation, thought 
to be about £2m, to a charitable fond which supports holo- 
caust survivors and their heirs. Although this was the first sig- 
nal of a possible shift towards accepting the principle of resti- 
tution, it failed to satisfy campaigners who want Individual 
victims or their famines to have their assets returned. 

Lord Janner, chairman of the Holocaust Educational Trust, 
said; “What matters to us is that the government accepts the 
obfigatian to repay the assets of Nazi victims, and to set up a 
claims resolution procedure.” Simon Bucfcby, London 
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TECHNOLOGY 


INTERNET CORPORATE WEBSITES 


Adrift on an electronic ocean 


Many company sites 
manage to lose users 
after only two clicks, 
says Andrew Baxter 

P Could try harder. Plenty 
of room for improvement 
Can do better. It looks as 
if the cliches that teachers once 
sprinkled regularly over school 
reports can now be applied to 
corporate web sites too. 

That is the main conclusion to 
be drawn from a study* of 100 
sites owned by some of the 
world’s biggest and most success- 
ful companies. Just three sites - 
those of Sun Microsystems, 
AT&T and Bell Atlantic - pro- 
vided a relatively high level of 
content and activities for all 
three types of users: cus- 

tomers, prospective employees 
and shareholders. 

The study by California-based 
Shelley Taylor & Associates uses 
proprietary research techniques 
based on nearly 200 evaluation 
criteria, and was designed to help 
companies find ways to improve 
corporate performance. Can cus- 
tomers, for example, make pur- 
chases online? Will prospective 
employees find the information 
they need and submit applica- 
tions online? Or can Investors 
review key financ ial data and 
contact investor relations? 

Shelley Taylor, managing 
director of the consultancy, says 
companies can learn from the 

FT WEBSITE RELAUNCH 


best practice of the “stellar few" 
how to take advantage of the web 
to strengthen relationships with 
these three key external user 
groups. 

The good news is that some 
companies clearly demonstrate 
an understanding of at least one 
of these user groups. Unfortu- 
nately, the other two groups are 

often ignored, leading Ms Taylor 
to conclude that, in these compa- 
nies, web site design and imple- 
mentation are not being centrally 
managed. “These companies run 
the risk of losing competitive 
advantage with their other key 
audiences." she says. 

Another group of sites is identi- 
fied which provides basic infor- 
mation to all three ATtgmai audi- 
ences, but not enough of it to 
satisfy any of On top of 

that, there are not enough sign- 
posts to help users find what 
they want or determine quickly 
Annug ti that the information is 
not there. These companies are 
guilty of mediocrity, says Ms 
Taylor, and are likely to leave 
site users frustrated. 

The worst companies, mean- 
while, appear to place very little 
value cm the web as a strategic 
co mmunic ations medium, and 
seem to have no systematic 
approach to web design or con- 
tent, the study says. “Whether 
thig is due to lack of insight cm 
the part of management or lack 
of information is impossible to 
say," it adds. 


r mining through the study is a 
Am pTiflgfa on the need for 
better navigation to help site 
users find their way to the infor- 
mation they need. Only 42 per 
cent of sites provided global navi- 
gation. which enables the user to 
navigate between main sections 
of the site without having to go 
back to the homepage. This 
leaves users lost in space after 
just two dicks. 

Local navigation, which works 
the «*rna way with a section of 
the site, (for example, from “sub- 
mit application" to “search for 
jobs" in the employment section), 
was provided an only 22 per cent 
af sites, while site maps were 
only supplied by 38 per cast 

Navigation is one of several 
areas where some intriguing 
national difr«rAnrA« emerge. The 
five Swiss sites in the sample 
scored well on navigation, as did 
the Canadians, but the UK and 
US came bottom to bot- 

tom respectively. Ms Taylor sug- 
gests that might be down to a 
certain technological arrogance 
is both the UK and US. “Ameri- 
can sites tend to rely wni«h more 
heavily on the latest sizzle, utilis- 
ing applications that make the 
pages fun to look at but not nec- 
essarily easier to find," she 
says. 

In contrast, US and UK sites 
are the only ones to offer online 
shopping, while US sites, perhaps 
not surprisingly given the coun- 
try’s strongly-rooted customer 


service mentality, offered the 
highest level of both after-sale 
service and descriptions of cus- 
tomer policies and practices. 
Alm ost none of the non-US sites 
offered product support online. 
Yet, overall, the highest level of 
customer information was pro- 
vided by French companies - 
they seem to be much more “trig 
picture thinkers" than their 
counterparts in other countries, 
says Ms Taylor. 

Further national differences 
emer ge in the sections aimed at 
prospective employees, who are 
the most neglected of the three 
audiences. Two-thirds of 
sites offer some information, but 
only 22 per cent enable potential 
employees to look far jobs accord- 
ing to any search criteria. 

US and Canadian companies 
are tops* likely to allow online 
job applications: 45 per cent of US 
sites surveyed allow it, compared 
with just 13 per cent of UK com- 
panies. Many companies fear 
they would need additional 
manpower to review online job 
applications, says Ms Taylor. 
But, she points out, companies 
such as Cisco Systems in the US 
use keyword recognition software 
to filter applications, and can 
process huge numbers of 
applicants. 

*The Missing Link. Shelley Tay- 
lor & Assodates.$2.750. Tel US, 
650 473 6514. E-mail answers&n- 
fofarm.com 


Tricky task of making things simple 


Paul Maidment on 

the rebirth of a 
multi-role, 

75,000 page site 

P “If we were two guys in a 
garage, we could knock 
this site out over a week- 
end" said one of FT.com ' s rede- 
sign team at a frustrated 
moment “It's only because we 
are part of an international 
media group that we can't” 

The redesign of the Financial 
Times website, FT.com, launched 
today, gives a half-tie to the belief 
that the world wide web lets any- 
one be a publisher. 

True, 899.95 site-builder soft- 
ware and the 5MB of server space 


free with most dial-up internet 
access accounts is euoogh for a 
personal page or two. A site that 
offers upward of 75,000 pages, 
most of which change daily or 
more frequently, and Incorpo- 
rates extensive financial data 
feeds, is of a different order. 

Redesigning a site of that scale 
takes time, resources ami exper- 
tise. It not been only a mat- 
ter erf size. The scale of our ambi- 
tion has increased because of a 
reorganisation of the Financial 
Times group. 

One aim was to combine the 
existing site, an online publica- 
tion used by individuals, with 
those of FT businesses that 
aggregate content for electronic 
delivery to companies' informa- 


tion systems. This reflects the 
converge n ce of news and infor- 
mation at the desktop in the real 
world. 

FTxom now has multiple roles: 
first, to be the online edition of 
the newspaper, qualitatively dif- 
ferent from any other but still 
identifiably one; second, to be an 
electronic gateway to the busi- 
ness information and finan cial 
data produced by Financial 
Times businesses for companies; 
and third, to support the group's 
products and services. 

The editorial pages remain the 
heart and soul of the site. We 
have reorganised the sections. 
There will be a stronger empha- 
sis an “same day" news, the first 
step towards increasing the 


immediacy, depth and interactiv- 
ity of the site. 

The main benefits are better 
sign posting to the depth and 
richness of the site and an ability 
to get round it more swiftly and 
easily. Our navigation uses 
menus and keeps links to all the 
main sections on each page. We 
have also cut navigational graph- 
ics and rely mare on typography. 

Our users are busy people. 
Making the site simple, elegant 
and easy to use are just as valu- 
able time savers as being authori- 
tative, concise and comprehen- 
sive. No garage-dwellers, we are 
just too true to be cool 

Paul Maidment is editor of Finan- 
cial Times Electronic Publishing. 
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THE 3RD ANNUAL WORLD ALUMINIUM CONFERENCE 
Strategies for Developed and Emerging Markets 
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Intensifying competition and volatile emerging nuricca are forcing a radical re-think of basinets strategy amongst ahnninium producers. 
The aftershocks of the crisis in Asia, together with telescoping product life-cycles in emerging mottos, most surely impact the paradigms 
for success in the new century. Con industry leaders even be sure of the major markets in their own backyard? 

The World Aluminium Conference will bang together senior industry executives, their customers and invest o rs in * stimulating forum to 
consider these fundaments! points and address the demands of the world- wide tnsifcrt p lsc e. 
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President and Chief Executive Officer 
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Managing Director 

ACRE fAtumiulum Can Recycling Europe) 

Mr John Barter 

Senior Vice President and 

General Manager. Aluminium Division 

SSC-LAVAUN Croup Inc 

Mr Keith Mitchell 

Director 

PC I (PET Packaging. Resin and Recycling) Ud 


Mr Pint M Evereni 

Executive Director 
BlUlion Aluminium BY 

Mr Igor Proknpg* 

Director General 
A hat lots AO 

Mr DovMW Boole 

Managing Director 
SECO Aluminium Ltd 

Mr Stephen Bencher 

ilee President. Can Stock S ale s and 

Marketing 

Kaiser Aluminum 

IhapARim 


Mr IvarHnfrett 

President 

Hydro Aluminium Extrusion 

MrRS Votsan 

Managing Dtreaor 
Aluminium Industries SDN BHT 

Mr Dovid E King 

Chief Executive 
London Metai Exchange 

Mr Tad Arnold 

Pint Vice President and Minerals Economist 
Merrill Lynch. Pierce, Pouter A Smith Limited 
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TECHNOLOGY WORTH WATCHING 


Farmers tap into river power for irrigation and energy 


An environmentally friendly 
turbine that is powered only 
by the flow of water, but 
that can Irrigate 5*000 
hectares of land, could help 
smafl farmers in developing 
co u ntrie s , writes John 
Madotey. 

In the Indian state of Uttar 
Pradesh better-off farmers 
have Instefled diesel or 
electric pumps to Oft water 
from rivers and streams to 
irrigate their crops - but for 
most the cost of fuel is too 

high. 

Manga] Singh, a iocid 
farmer, has harnessed the 
natural flow of a river near 
his vfBage to Bit water for 
irrigation, and also to 
provide a source of energy 
for other purposes. 

The Mangal Water Wheel 
Turbine Pump is built from 
locafty available materials 
and requires no cflesel or 
electricity to operate; its 
only source of energy is a 
fast flow of water. 

Even for fanners who can 
afford fuel, the Mangd 
pump is a considerable 
advantage - especially in 
remote areas where 
suppBes can be erratic. 

The system uses either 
one or two wheels, 2m in 


efiameter, which are installed 
on a fast-flowing river and 
connected to gears. Where 
the wheel hits the water, the 
water needs to be 1m deep; 
this can be achieved by 
tow-cost check dams If 
necessary. The water moves 
the wheel fast enough to 
drive a centrifugal pump via 
the gears. 

The pump dr a ws water 
from a reservoir, which must 
also be created for the 
system to work, and a pipe 
connected to the pump 
carries the water up to 
10km to the fields. 

Operating costs are 


negflgfele and energy 
conversion efficiency is 
high, claims Mr Singh, who 
says the amount of water 
tifted for i rrig a t io n purposes 
is much greater than with 
fuel-driven pumps. Excess 
power can be used for 
agricultural tasks such as 
operating a flour mill, sugar 
cane crushing, and 
threshing and axpelflng ofl. 

The development of the 
turbine won Mr Singh an 
Innovative Farmer Award 
from the United Na tions 
International Fund for 
Agricultural Development 
The turbine was shown at a 


recent exhibition of 
technology at an Had 
meeting in Rome. Its current 
price is about Rs500,000 
$13,000} and Mr Singh 
believes the simple design is 
suitable for other parts of 
the developing world. 

Shantanu Mathur, Mad 
technical adviser, says the 
cost "could be significantly 
reduced as we jack up the 
scale”, and that a single 
turbine could serve several 
viBages. 

Manga) Singh, BhattonBodh, 
Block Bar, Dist LaDtpur, U.P. 
284 123, India. 



The Mangal water pump Gfts water far brigation and provides anothor energy source 


IN BRIEF 


Cheap buckyballs 
may pave way to 
commercial use 

US researchers have achieved 
a ten-fold reduction in the 
cost of making buckybatts - 
the football-shaped carbon 
molecules identified In 1985. 

Buckyballs, also caned 
ftjllerenes. are usually made 
using a labour-intensive, 
carbon-are process that costs 
between $1000 (2600) and 
$2000 for each pound of the 
chemicals produced, TDA 
Research, based In Colorado, 
has designed a machine that 
uses a continuous combustion 
process, cutting the cost to 
$100-&QQ a pound and 
allowing the production of a 
ton or more a day. 

Overcoming the probtems of 
cost and availabaity may pave 
the way to commercialising 
buckyballs. TDA Research, 
addressing the American 


Chemical Society in Dallas 
this week, sard that the first 
uses of buckyballs could be in 
medical appEcations that 
exploit their anti-oxidant 
properties. 

TDA Research ; 12345 W52nd 
Avenue, Wheat Ridge Co, 

USA 80033; http:// 
www.tda.com/ 

Golf balls that go 
where you want 

Goff dub makers sometimes 
use a technique called 
perimeter weighting - moving 
the weight from the centre of 
a dub to the outside - to 
make woods and Irons that 
are more forgiving. 

Top-FBte, a golf equipment 
manufacturer owned by 
Spalding Sports, has adapted 
the principle to make a 
perimeter weighted golf ball. 
The weight of toe ball was 
moved from the core to toe 
outside of the ball. It was 


given extra strength by adding 
a layer of titanium just below 
the surface. This Increases the 
ball's moment of inertia to 
help bring off-centre shots 
back to the target 

The bens were produced to 
enhance the performance of 
two trends of drivers, made 
by Callaway and Taylor Made. 
They cost about $60 a dozen. 
SpakUng Sports (UK): UK, tel 
(0)1954 781672; fax (0)1954 
782496, 

‘Superacid’ 

breakthrough 

Chemists in toe US have 
clavs toped a new variety of 
“suparacida". which have 
Potential applications in fuel 
cell technology end the 
chemical and petroleum 
hdusWes. 

Superadds - defined as 
be}n 9 stronger than pure 
sulphuric add - have 
important applications as 


catalysts because, unfflre 
ordinary acids, they can read 
with hydroc ar bons such as 
petroleum Oil. 

They Wotk by breaking 
hydrocarbons into highly 
reactive torts toat can than 
break down numerous other 
compounds. But auperaekls 
are usually very difficult to u*® 
because toe 
negatively-charged anion 

swrtftly reacts wffli tfw 
positively-charged cation. 

Researchers at the ■ 
University of Southern 
California have got round tna 
problem with the tfiscovery of 
an exceptionally Inert anion- 
This anion, which is called a 
earborane; could be the basis 
for a new generation of 
superacids that are e asto'JP 
use than their predecessors. 
Uroversffy of Southern 
CalifomtoUS. td ' 
otvrdndTAn- httn'Jl 


Vanessa HtMJider 
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CINE MA 

Scorsese’s 
homage 
to serenity 


Nigel Andrews 

finds beauty and 
violence mix 
well in 'Kundun' 

In the eastern hemisphere, 
violence and beauty are 
swom companions. Only rif- 
lie through your nearest 
pocket encyclopedia, as I did 
idly the other day. “Koala", 
the cuddl y-but -fierce eastern 
Australian marsupial, sits 
next but one to “Kobe", the 
scenic but devastated Japa- 
nese town. And between the 
two comes “toon”, the Zen 
Buddhist term for an 
instructional riddle or para- 
dox. 

Here is a cinematic koan. 
Why at the midpoint of Mar- 
tin Scorsese’s Eundun - a 
film on those very themag of 
beauty and violence - does 
one develop a sneaking pas- 
sion to see it again even 
though one hasn’t been 
enjoying it? 

As a popcorn-reared west- 
erner I wanned to the film 
the moment the People’s 
Army marched into Tibet. 
“Your Holiness, the Chinese 
have invaded." someone 
alerts the Dalai Lama, 
whereupon the entire British 
press corps began to sit up. 
Before that, we had been 
sw imming through beauty, 
endless beauty. Scorsese 
does nothing by halves. 
When the director of Good- 
fellas hang s op his machine . 

guns, he goes straight for 
the Tantric serenity. 

For an hour, Eundun is so 
thick with inaction that we 
are fooled into believing 
nothing is happening. Four 
consecutive nan-professional 
actors play Tensln Gyatso, 
the true-life child picked in 
1937 as the 14th incarnation 
of the Dalai Lama, as he 
grows from infant to. boy. 
from youth to man. Mean- 
while, we spectators feel 


fixed on an eternal wheel of 
wine-red Tibetan robes, yel- 
low-golden light, rainbow- 
coloured sand paintings and 
infmite-recrurrence Philip 
Glass music. 

In that first hour, we have 
a terrible fear. Is this 
going to be Scorsese's Amis- 
ttutt A month after Spiel- 
berg’s PC magnum opus, win 
gorgeous sound and imagery 
once more be yoked to sanc- 
timonious historical hind- 
sight? 

But Kunehm's humanising, 
dramatic second half makes 
us want to go right back to 

KUNDUN 

Martin Scorsese 


ULEE’S GOLD 

Victor Nunez 


MOUSEHUNT 

Gore Verbinski • 


SPHERE 

Barry Levinson 


OSCAR AND 
LUCINDA 
Gillian Armstrong 


the first, These later scenes 
do not just have the power 
of pages tom from visceral 
history: the sand-goggled 
Chinese army tramping 
through desert miasmas, the 
t£te-&-t£te between Mao and 
the Dalai Tama (fenny, pok- 
er-faced, horrible), the moun- 
taintop funeral of the Dalai’s 
father. 

These later, strongs- tab- 
leaux reawaken themes and 
moths that lay dormant - or 
our responses did — in the 
film's early half. Death, 
beauty, desecration, re- 
demption. Kn owin g np can- 
not convey every minntfa of 
Buddhist religion and philos- 


THE ARTS 



‘Kundun*: Tensin Gyatso, the true-flfa child chosen to be the Dates Lama in 1337, is played by fmr non-professional actors 


ophy, Scorsese with screen- 
writer Melissa Mathison (of 
E.T.) uses metaphors and 
parallelisms. So the vision- 
ary yearning of the Lama 
and his monks is translated 
as literal “seeing”. The film 
makes play with spectacles, 
telescopes and, in early 
scenes, low or tilted cMld’s- 
views of the looming, 
encroaching adults. Those 
views, in turn, prefigure the 
grimmer encroachments of 
the Maoist invasion. 

In the Buddhist sand 
painting s, delicate and intri- 
cate, we see the fragility of a 
people’s way of life: though 
the film's most dramatic 
mandala is of Scorsese's own 
creation, hi one shot the 
camera rises up, up, up 
above the standing figure of 
the Dalai Lama to reveal a 
crimson sea of slain monks 
around him. It is Wta Gone 
With The Wind's famous 
shot of the Atlanta dead, 
refigured for an Oriental 
sense of epochal down. 

Though there are few 
other showstopping 


moments, there are several 
quietly heartstopping ones. 
For Kundun bears witness to 
a society that doesn't require 
the tripwires of melodra- 
matic sensation, the “And 
thens?" and “What nexts?" 
The most touching moment 
in th<> film comes when the 
Dalai Tjima bears the aggres- 
sive dinning of a MaoiSt 
patriotic song on the street. 
“They have taken away our 
silence.” he says. 

This is a world that for all 
its own dictatorial dogmas 
and theocratic fiats, at least 
asserted a life in which the 
exercise of thought and love 
of beauty had space and 

peace in which to flourish. 

* 

Ulee’s Gold is about the 
redemption of a beekeeper. 
No one can hide away Cor 
ever, says writer-director 
Victor Nunez (of Ruby In 
Paradise), not even an emo- 
tionally bruised Vietnam 
veteran (Peter Fonda) who 
lives in darkest Florida tend- 
ing insects and two grand- 
daughters. The world will 


break in, as worlds do. So 
enter Fonda's drug-deranged 
daughter-in-law plus two 
crooks looking for his con- 
vict son’s stashed loot. 

It ends in tears, but up to 
then it is more yawns. Fonda 
earned an Oscar nomination 
for his stoically weathered 
apiarist. His lean, subtly 
reactive parcelling out of 
emotions is exactly right. 
But all around him the 
cliches swarm, right up to a 
corny thieves-fall-out finale 
in a spooky swamp. 

Mousehunt and Sphere 
share the week's prize for 
“Unusual Twist on an Old 
Dark House Theme". The 
first spends 30 minutes 
promising happy delirium as 
Nathan Lane and Lee Evans 
play semi-bankrupt brothers 
trying to chase a mouse 
from their heirloom man- 
sion. The animal outwits 
everything and everyone, 
from a roomful of canape- 
baited traps to a killer 
moggy called Catzilla, via 
Christopher Walken’s de- 
ranged pest controller. 


Then the script tires and 
SO does ex-TV wimiriwri»1ii 
director Gore Verbinski (the 
man who brought you those 
canyon-leaping Nikes). 
Though things rally for a 
final effusion, with Evans 
doing a fine St Vitus party 
piece as a man with rodent- 
invaded trousers, the film is 
not quite the mouse-genre 
Citizen Earn it first looked. 

In Sphere, Dustin Hoff- 
man. Sharon Stone and Sam- 
uel L. Jackson dive to the 
sea-bed to make sense of an 
old Michael Crichton novel 
It is more than the audience 
can do, as a mysterious 
sunken spaceship sends out 
hallucinations ranging from 
fanged sea-snakes to cloned 
research colleagues. 

Trapped in their deep-sea 
craft, the cast emote and ges- 
ticulate like mad as if suffer- 
ing decompression at the 
Actors Studio. What started 
out as an improbable project 
for director Barry Levinson 
{Diner, Rain Man) ends up 
as an impossible one. But 
then probably no one could 


have made sense of a film 
that resembles 20.000 
Leagues Under The Sea 
reworked by Jean -Paul 
Sartre. 

The scenery is gorgeous in 
Oscar And Lucinda, directed 
by Gillian Armstrong from 
Peter Carey's Booker Prize- 
winning novel. The glass 
church floats down the river 
as if dreamed up by Werner 
Herzog. And tbe story of a 
mildly mad pilgrim priest 
(Ralph Fiennes) and his 
architectural dream reaches 
parts of Australia untouched 
by travelogues. Not just riv- 
ers but vast heaving fiankB 
of green mountain-range or 
forests speared by magical 
sunlight. 

The actors cannot quite 
keep up. Fiennes strains 
every mystical sinew as the 
pipe-dreaming Plymouth 
Brother - but it seems a 
strain. Less would have been 
more. And the fine Cate 
Blanchett is lost in the sto- 
ry’s increasingly ineluctable 
backwash of poetic beauti- 
tude. 


Voyage round the heart 


THEATWE 


CtoMT 

lyriclMki 


The thrill of Patrick 
Marber’s 1997 play poser has 
a very strange tension in it 
On one hand, its four charac- 
ters sound recognisably and 
naturallstically “now" in 
each Una they speak: f-wards 
and c-words abound, as does 
intense talk of sex and of life 
today In London and New 
York. On the other hand, tbe 
drama that develops 
between them feds far from 
naturalistic; it is brilliantly 
polished, rhythmically strict 
with a mordant wit that 
reminds me of that most 
classical dramatist Racine. 

Such a play Is not to all 
tastes. Since its National 
Theatre premiere last May, I 
have met a few people who 
object to it in small or large 
ways. "Not real enough” 


and/or “poorly character- 
ised” seem to be tbe main 
gist of their objections. 
These are fair points, save 
that they miss the po int; the 
same objections could be lev- 
died at Aeschylus or Racine. 

Closer seems to probe 
deeper tha n individual char- 
acter; it charts some of the 
most ambiguous areas of 
emotional dependence and 
independence, and of the 
human need both to be 
known and to be unknow- 
able. areas where very differ- 
ent people can find them- 
selves alarmingly alike. It 
should be seen, and should 
be talked about; the feet that 
it has just opened in the 
West End Is very good news. 

Marber has, I believe, 
drawn the dramatic idea of 
Closer from Racine's Andro- 
mague. A loves B, B loves C, 
C loves D. However, when C 
decides instead to marry B, 
A’s suffering is extreme. 
But, whereas Racine’s char- 
acters were royal, three of 


Marker's characters are mid- 
dle-class, one working-class. 

Marber’s drama is on a 
domestic scale, and yet he 
develops it with classical 
precision, plotting his quar- 
tet of characters - in a series 
of scenes set over several 
years - with interconnec- 
tions yet more intricate than 
Racine’s. You see, in Scene 
One, the apparently Sdenic 
Innocence with which Alice 
meets both Dan and Larry, 
by Scene Two, not only is 
Dan living happily with 
Alice, but, on meeting Anna, 
he is at once needing to pur- 
sue her too; and it is no 
friend who tells you how, in 
Scenes Three and Four, Dan 
sets Larry up to meet Anna. 
And so forth, and so around, 
and so back agsnn- 
The play’s characters are 
heterosexual, but it touches 
superbly, particularly with 
Dan and Alice, on sexual 
ambiguity. Dan knows, dis- 
armingly, how to express 
female sexuality (and enjoys 


doing so), Alice knows dis- 
armingly that her girlish 
appeal to men is in fact 
partly boyish. Dan and 
Larry, as they become vari- 
ously Involved with Alice 
and Anna, develop a highly 
complex competitiveness. 

From Scene Three on, 
Marber has planted in our 
heads the suggestion that 
Dan is in fact Imagining 
making love to Larry, and it 
is a suggestion that, never 
realised, haunts the sexual 
power politics of the play. 
Meanwhile it is the womanly 
Anna who best (Expresses, 
with deadly wit, a woman’s 
need for sexual love and, at 
the same time, her aware- 
ness of the problems of being 
encumbered with any m^n 

This play is both actor- 
friendly and actor- 
challenging, and has been 
exceptionally well played on 
each occasion I have seem it. 
Liza Walker still plays tbe 
role of Alice with perfect 
lost-waif, street-wise allure. 



but it is fascinating to see 
how much of the drama 
seems to change with each 
change of cast in the other 
three rules. Frances Barber 
now inherits the role of 
Anna. Although at a couple 
of moments her timing is too 
neat, the part fits her like a 
glove. Lloyd Owen is, I 
think, the best Dan to date. 


urbane and boyish, assured 
and Immature; and Neil 
Pearson's Larry - funny, vir- 
ile and vulnerable - rounds 
off the quartet to something 
dose to perfection. 

Closer lives in the line, and 
sometimes its every line 
comes like a new turn in the 
plot. Some lines have the 
bleak irony of Beckett, and 


others have a more poetic 
dazzle: Larry: “Have you 
seen a human heart? It looks 
like a fist wrapped in blood.” 
The mixture of slickness and 
rawness, of poised veneer 
and psychological urgency, 
is the play’s very essence. 

Closer is about our need 
both to open ourselves truth- 
fully to those we love and to 
elude them. Now we need 
our lovers to be painfully 
honest, now we need them to 
spare us with comforting 
lies. Here we need to reveal 
to them our whole hearts, 
there we prove to them that, 
to them least of all we can 
never be fully known. 

Just as we think CZbser is 
drawing to a conclusion in 
Act Two, its plot accelerates 
with surprising scenes and 
plot-twists. And Alice, the 
character we thought the 
most open and elusive of all 
proves to have been the 
most mysterious. Do we ever 
really get closer to people? 
Do they ever get closer to 
us? How much closer do we 
want them to be to us? A 
superlative achievement. 

Shaftesbury Ave, London. 
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In the four years since 
Giuseppe Slnopoll last con- 
ducted in London, his career 
has slumped, while the for- 
tunes of the Pbflharmonia, 
of which he was music direc- 
tor for 10 years, have 
steadily risen. Clearly, there 
was no love lost between 
them, because the orchestra 
has never invited him back, 
and Sinopoli has aired his 
views about UK pic at every 
opportunity. In an interview 
with the German newspaper 
Welt am Sonntag, he once 
summarised the Kngii»v* as 
“arrogant and miserable”, 
and said he was glad to see 
the back of them. 

It takes a certain amount 
of cheek to make such com- 
ments and then turn up on 
London's doorstep. But beg- 
gars can’t be choosers. Sino- 
poli was back on Monday to 
make his debut with the 
orchestra currently lying 
bottom of London’s league 
table, the Royal Philhar- 
monic, and at the worst 
venue, the Royal Albert Hall 
Having been comprehen- 
sively dumped on from afar, 
the “arrogant and misera- 
ble” English. I am happy to 
report, did not respond in 
kind. There was a reason- 
ably good turnout for Sino- 
poli's all-Strauss concert, 
and he was politely received. 

The programme, compris- 
ing Metamorphosen, the 
First Horn Concerto and 
Also sprach Zarathustra, 
underlined how little Strauss 
changed in 60 years of cre- 
ative life. Metamorphosen 
did not make the best start 
There is no reason why 23 
solo strings should not make 
an impact in the vault-like 
recesses of the Albert HaQ. 
Thanks to Sinopoli 's wildly 
fluctuating tempos, however, 
this public act of mourning 
for Germany’s war-bombed 
cities sounded alternately 
apologetic and celebratory, 
with muddied textures at the 
very places where Strauss’s 
baroque counterpoint 
requires utmost clarity. 

John Bimson, the RPO’s 
longbsenring principal horn, 
surmounted the concerto’s 
technical hurdles with tact if 
not with flying colours. 
Instead of the usual extro- 
vert, go-for-bust approach, 
Bimson stressed Mozart! an 
fluency and mellow warmth 
- a Falstaffian response to 
the youthful exuberance of 
the music. 

For Zarathustra, the 
orchestra pulled out the 
stops, and Sinopoli was in 
seventh heaven. This is the 
kind of shameless, shapeless 
music In which he excels - 
and for which the copious 
acoustic erf the Albert Hall is 
id eal- Sinopoli rammed home 
the contrasts between robust 
Technicolor and nocturnal 
spirit, and the RPO’s excel- 
lent woodwinds were clearly 
out to enjoy themselves. The 
strings sounded rich and 
incisive, the brass were 
immaculately tuned and 
there was plenty of detail to 
savour, on this form, the 
RPO is as good as any other 
London orchestra. If only it 
could play like this all the 
time. 
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AMSTERDAM 


Wolfgang Gussman. With the 
Netherlands Philharmonic 
conducted by Hartmut Haenchen; 
Apr 6 


BERGAMO 

EXHIBmOS 
A oc ed am te Carrara 

Lorenzo Lotto: Recfiscovered 
Master of fee Renaissance. 50 
paintings, many of thera on loan 
from churches and museums; from 
today until Jin 28, than 
tr a ns fe rring to Paris 


wvw.nettuno.it/bo/tBatrocoiTKinalB 
Don Carlo: by VerdL Co-production 
with the Grand Th6fitre de Gen&ve, 
conducted by Biahu Inbal in a 
staging by Andrei Servan; Apr 
3. 5, 7 


LAUSANNE 

CONCERTS 
Theatre deBeautfeu 

Teh 41-21-643 2211 
Orchestra de la Suisse Romande: 
conducted by Heinz wattrag in 
works by Hindemith, Schumann 
and Brahms; Apr 2 


DANCE 

H«t MuadeMheater 
Teh 31-204S51 8911 
Dutch National BaBet Romeo and 
Juliet Rudi van Dan trig's 1967 
version, created for the DNB and 
aet to Prokofiev's score. With sets 

and costumes by Toer van Schayk; 

Apr 2. 3, 4. 5. 7 


Ih Museum 

0-5705200 
KunJyosbi ( 1797 - 1861 ): 
nd Ghosts. Survey erf 
one of Japan’s leading 
tuiy pitamNwre- Indudee. 
n 160 prints, paintings 
rings. Landscape* and 
bjacts are featured 
» tha heroic and 

prints which mada the 

smr, ends on Sunday 


Mrianda Opera. Hat 
Jslntiealar 

31-20-551 8911 . . 

(m Berg, wtn Trompait 

f production, wfth design* by 


BERLIN 

DANCE 

S taatso per unterden Linden 

Teh 49-30-2035 4555 
wwwstaatsopor-bertin.org 
Tanzstunden; bailee triple bffl, to 
music by Henze, la Dteperarioni 
del Signor Putdnella, with 
choreography and sets by Oteer 
Hertfcamp; Le FBs de fAir ou 
I’Enfant Change on Jeuna Homme, 
In a staging by Haras with 
choragraphy by Marek Rozydd; 
and Labyrinth, by Mark Baldwin; 
Apr 2, 4 

OPERA 

S t aa t sop er untar den Linden 

Teh 49-30-2035 4555 
www^tmatsopttr-berlrn.oro 

Die Mafatorringer von NOmbeig: by 
Wagner. Harry Kuptert new 
production i* conducted by DanW 
BaranbotatfSabasttan wagle; Apr 5 


bologna 

OPERA 

Teatro Comunale 
7«t 39-51-529 999 


LISBON 

CONCERTS 

100 Days Festival Expo *98 
Portuguese Symphony Orchestra: 
programme of 20th century works; 
Main Auditorium, Centro Cultural 
de Bettm; Apr 7 


LONDON 
CONCERTS 
Royal Festival Hafi 
Teh 44-171-960 4242 

• PhBhanronia Orchestra: 
conducted by Leonard Sfcstkin in 
works by RimsKy-KorsakOv, 

Prokofiev and Rachmarwtov. VWth 
piano sotaist NBcolai Lugansky; 

Apr 2 

• London Phffliarmonjc Orchestra: 
conducted by tng© Metzmacher in 
works by Debussy, Tumage and 
Stravinsky. With saxophonist 
Martin Robertson; Apr 3 

• BBC Symphony Orchestra: 
conducted hy Jukto-Pekka Sareste 
in the LK premiere of Per 

Norganfs Symphony No. 2, and 
works by Arvo Pftrt and S&efeis. 


With the Hilliard Ensemble, piano 
soloist Leon Me Cawley and the 
BBC Symphony Chorus; Apr 4 

EXHIBITIONS 
Hayward Gallery 
Teh 44-171-261 0127 
wvnvJtayward-geffery. org. uk 

• Francis Bacon (1909-1992): The 
Human Body. Brings together 
important works involving the 
human figure dating from 1945 to 
the mid 1980s; ends on Sunday 

• Henri Cartier-Bresson: 
Europeans. Exploring changes 
from fee 1930s to fee 1970s, 
through the eyes of the 
photographer; ends on Sunday 

OPERA 

English National Opera, London 
CofiseiHn 

Teh 44-171-632 6300 
The Tales of Hoffman: by 
Offenbach. New production by 
&aham Vick, designed by Tobias 
Hohefscri and conducted by Paul 
Danial/Wiffiam Lacey. Cast includes 
John Tomlinson; Apr 3 


LUCERNE 

CONCERTS 
Easter Festival 
Teh 41-41-226 4480 
wvfWJjuG6ineMij8ki.Ghf 

• Orchestra of the Age of 
Enfighteranent conducted by Frans 
BrGggen in works by Bach. With 
soprano Lyme Dawson; 
Jesuitenkirche; Apr 2 

• Munich Chanber Orchestra: 
condu c ted by Karf-Friedrich 
Beringer, with the WZndsbacher 
Knabcnchor, m Bach's Mass in B 
minor; Jesuiteflkirche; Apr 3 

• The English Concert Trevor 


Pinnock conducts Bach's St John 
Passion, wife soloists Including 
tenor Ian Bostrldge; Jesuit an kirche; 
Apr 4 

• Thomas Zehetmair recital by 
the violinist of works by Bach; 
Franziskaneikirche; Apr 4 

• St Matthew Passion: 
conducted by Alois Koch. With 
singers Including the Lucerne 
Music College aid Choral 
Academy; Jesuitenkirche; 

Apr 5 


LYON 

EXHIBITION 
Mus6e des Boo u x -Arts 
Tel: 33-4-7210 1740 
Matisse: 20 paintings and 40 
drawings and sculptures from the 
collection of the Musde National 
d’Art Modems, from the period 
1900-1953; from today until Jun 28 


MILAN 

OPERA 

Teatro alia Scaia 

Teh 39-2-88791 

wwwJascalajnlianoJt 

Linda efi Chamounbc by Donizetti. 

Co-production wife Vienna 

Staatsoper conducted by Roberto 

Abbado in a staging by August 
Evening; Apr 3 


MUNICH 

CONCERTS 
Phflharmoroe Gasteig 
Tat 49-89-5481 8131 

• Bavarian Radio Symphony 
Orchestra: conducted by Lorin 
Maazel in works by Ravel. Barber 
and Stravinsky; Apr 2. 3 

• Rundfunkorehester das 


Bayertschen Rundfonks: conducted 
by Garcia Navarro in extracts from 
operas by composers including 
Puccini and Wagner. With soprano 
Gabriele Schnaut; Apr 5 


NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 

Cento 1 

Tet 1-212-362 6000 
www.metopem.org 
Lohengrin: by Wagner. New 
production by Robert Wilson, with 
costumes by Frida Parmegglani; 
Apr 2 

New York City Opera, New York 
State Theater 
Tel: 1-212-870 5570 
www.nycopem.com 
Emmeline: premiered in Santa Fa 

in 1996, Tobias Picker's opera Is 
presented here In fee same 
production by Francesca ZambeJto, 
with sets by Robert Israel. Based 
on Judith Ressner's novel, JJ3, 
McCiatchy’s libretto is a version of 
fee Oedipus myth set In New 
England. The cast includes Patricia 
Racette and the conductor is 
George Man ah an; Apr 4 


PARIS 

CONCERT 
SaHe Pleyd 

Teh 33-1-4561 6589 
Orchestra da Paris: conducted by 
Yiri Ahronovrteh In works by 
Weber, Bruch and Dvorak; 

Apr 2 


ROME 

EXHIBITION 


Palazzo deBe Esposizioni 
Tel: 39-6-474 5903 
Minimalia: display of works by 
contemporary Italian artists, 
selected by critic Achilla Bonlto 
Oliva; ends on Monday 


ROTTERDAM 

EXHIBITIONS 

Kunsthai 

Teh 31-10-440 0300 
Henrietta Rormer-Knip (1821-1909): 
Cat Paintings from the Bede 
Epoque. Selection of works by the 
painter of cats, who was fee first 
woman admitted to the Arti et 
Amlcttiae society; ends on 
Sunday 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Birope can be received In western 
Europe on medium wave 64S kHZ 
(463m) 

EUROPEAN GABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: MoneyHm with Lou Dobbs 

1330: Business Asm 
19.30: world Business Today 
22 .0C h World Business Today 
Update 

• Buriness/Marfcet Reports: 
05:07: 0&07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FT7V 
reports live from LiFFE as the 
London market opens. 
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COMMENT & ANALYSIS 




SAMUEL BRITTAN 

ECONOMIC VIEWPOINT 


A problem shared 

It is questionable whether reform of the UK’s welfare benefits 
presents the problem that most people suppose 


The British government's 
much-heralded policy ideas 
on reforming the welfare 
state did not contain a single 
table to enable one to assess 
the size of the problem with 
which it was supposed to be 
dealing: Nor were the 
Treasury Budget documents 
much more helpful. 
Nevertheless, here are some 
orders of magnitudes. 

The UK gross domestic 
product for 1997-98 amounts 
to about £800bn. A little over 
£300bn is represented by 
public expenditure. And of 
that total roughly E200bn 

will have been devoted to 
the welfare state. More than 
£80bn Is devoted to health 
and education combined, 
and nearly ElOObn to cash 
benefits for social security. 

Everyone (apart from a 
few saints) would like to 
receive mare from the state 
and pay less in taxes and 

contributions. 

But where Is the special 
problem about social 
security cash benefits? The 
sums in question amount to 
about one-eighth of national 
income. And in contrast to 
the rest of public spending, 
they do not Interfere with 
the ability of citizens to 
spend their income in their 
own way. They involve a 
re-allocation of to 
resources among citizens. 

Social security cash 
benefits do raise a financing 
problem in many countries. 
As the population ages in 
the next century, there wfil 
be a contribution gap in 
soda! security funds in 
France and Germany 
amounting to 3 or 3% per 
cent of GOP, according to 
International Monetary 
Fund estimates. For the UK 
the gap is negligible, 
amounting to only 0.1 per 
cent of GDP. The UK has 
been spared this problem 
partly because of 
demographic good luck and 
partly because of the 


reforms by the Thatcher 
government, especially the 
decision to index benefits to 
inflation, not Minings. 

An obvious reform lies in 
adjusting the official 
retirement age. As the 
second table shows, an 
Englishman of 65 can expect 
to live to almost 80. three 
years longer than when the 
postwar welfare state was 
established. A woman of 
that age can expect to live 
an extra four years. If the 
retirement age were indexed 
to life expectancy, the 
alarming deficit projections 
in continental Europe would 
go and UK policymakers 
would not have to worry so 
much about a skimpy state 
pension. Yet I could not find 
the issue discussed among 
the government’s ideas. 

Critics can legitimately 
ask. as does Tony Blair, the 
prime minister, why the 
£l00bn spent on cash 
benefits has not done more 
to reduce poverty. Some of 
the reasons for conspicuous 
poverty are not related to 
social security and have 
more to do with patterns of 
living and education. But 
there is a strong financial 

OK benefit expenditure 


element. As a Chinese sage 
remarked: "What the poor 
lack is money." 

There is an Illusion about 
the benefits burden. Many of 
the recipients also 
contribute to the annual 
£230bn raised in personal 
direct National 
Insurance contributions. The 
result is that a lot of cash 
flows are simply "churned" 

- Chat is paid and received 
by the same people. If 
inflows and outflows were 
offset, the net burden shown 
in the table might be 
reduced by perhaps half. 

Elements of formal 
negative income tax are 
already involved in the new 
working families tax credit. 

A further step would be 
taken if child benefits were 
transformed into a tax 
credit. A larger step still 
would be to revive the plan 
of former Labour leader 
John Smith’s Social Justice 
Commission to guarantee a 
minimum pension income by 
selectively tapping up the 
state pensions of those who 
have insufficient- means. 

A modem affluent society 
should indeed be able to 
transfer more to the poorest. 
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But it is extremely difficult 
to see how poverty can be 
tackled without income 
related payments of one kind 
or another. 

Just as everyone has to 
undergo a means test for 
income tax, so a means test 
is needed for benefits. Such 
a means test could and 
should be made to look more 
like that administered by the 
tax inspector and less like a 
social security inquisition. 

If cash benefits encourage 
a dependency culture, so 
surely should the ability to 
live on private investment 
income, which Is a 
prominent feature of modern 
capitalist society, although 
few talk about it 

My own view is almost the 
opposite of many of the 
so-called reformers. I see no 
objection to cash transfers to 
the less well-off, limited only 
by the generosity of their 
fellow citizens- But it is far 
from axiomatic that an ever 
greater proportion of 
citizens’ incomes should be 
taxed away to provide 
physical services such as 
health and education.* 

There is no need to 
pretend that education and 
health are just like any 
other kind of spending, such 
as food and holidays. Their 
special features have led to 
state involvement in nearly 
all countries. 

But is it really too much to 
expect citizens to pay out of 
their own pockets for an 
increasing proportion of 
routine n on-catastrophic 
medical expenditure? Or to 
help finance educational 
improvements which as 
parents they want? Behind 
the drive for ever increasing 
state expenditure on 
education and health is not 
just a concern for poverty or 
even equality but a desire 
that we should all undergo 
the same experiences as a 
supposed badge of 
citizenship. 

Too much of the welfare 
state discussion turns on the 
pensions issue. The 
argument between the 
voluntary and the 
compulsory approach has 
already been largely settled. 
Employees are expected 
either to participate in the 
State Earnings Related 
Pension Scheme (Serps), 
which provides a 
supplementary pension 
equivalent to 20 per cent of 
earnings, or to belong to a 
private scheme at least as 


good. 

The argument about 
“stakeholder pensions” 
relates to a minority who 
have slipped through the 
net, for example, because 
their paming g are below the 
Serps limit, or they are self- 
employed. In fact the UK is 
gradually moving towards a 

three-step system consisting 
of a basic state pension, a 
compulsory earnings related 
supplement and a voluntary 
top-up. 

The issue of compulsion is 
different from the question 
of whether schemes should 
be “funded", with which it is 
often confused. As Ear as the 
state sector goes, the 
accumulation of assets by a 
state fund is no different 
from the repayment of 
national debt Grom a budget 
surplus. This is a point made 
by Patrick Minford in the 
current issue of Economic 
Affairs. 

Private-sector schemes are 
normally funded. But the 
benefits of such funding can 
be exaggerated. The much 
praised Chilean pensions 
savings accounts have 
enjoyed an average real 
return of 12 per cent since 
they began in 19SL Chile has 
been lucky in having 
launched its scheme at a 
time of nn n -q ra l boom in 
world equity markets. 
Equities cannot hope to 
grow at that sort of rate in 
the longer run. 

A safer guess about long 
run returns would be 
somewhere between the 
underlying 2 per cent or 3 
percent growth rate of real 
GDP experienced by the US 
and Britain and say 4 per 
cent in some of the safer 
emerging economies. (The 
latter was indeed the rate 
expected by the framers of 
the Chilean scheme.) 

Higher returns can occur 
for temporary periods - for 
instance if the share of 
profits in national income is 
rising, a process which 
cannot go on indefinitely. 
There is no undiscovered 
"third way” for the welfare 
state other than the hard 
slog of rationalising taxes 
and benefit. 

*This argument is elaborated 
m Towards A Humane 
Individualism. £5. 75. John 
Stuart Mill Institute, I 
Whitehall Place, London 
SW1A2HE 

samueLbrittan&fLcom 


LETTERS TO THE EDITOR 


IMF should publicly warn countries 
that give it cause for concern 


From Professor Ira Salm. 

Sir, Stanley Fischer, first 
deputy mannpingr director Of 

the International Monetary 
Fund, outlined five sugges- 
tions to redesign the archi- 
tecture of the International 
monetary system {"IMF and 
crisis prevention". March 
30). They inclade: more 
timely, accurate and compre- 
hensive data, better surveil- 
lance of policies, a strength- 
ening of domestic financial 
systems, an improved opera- 
tion of national capital mar- 
kets. and prudent liberalisa- 
tion of countries' capital 
accounts. There should be 
no objections with these. 


Less defensible is the 
IMF's continued reluctance 

to reveal publicly Its con- 
cerns about country policies 
without the permission of 
the country Involved, a point 
highlighted by Robert Chote 
in an article which appeared 
the s - w day (“Role of sur- 
veillance and transparency 
underlined"). 

The IMF faces a choice. On 
the one hand, it can con- 
tinue to diagnose, treat and 
prevent (economic and finan- 
cial) diseases as private-prac- 
tice physician, maintaining 
the strict patient-doctor con- 
fidentiality privilege. Or. on 
the other hand., mote in con* 


cert with a. global economy 
the IMF could adtnendedge 
that many "illnesses" - 
seemingly restricted toe sin- 
gle country <or group of 
countries) - be viewed as 
potential threats to "public 
health". An appropriate and 
responsible practice would 
be to issue early public 
warnings that are firmly 
supported by facts garnered 
from the proposed new mon- 
itoring guidelines. 

Ire Sohn. 

professor of finance, 
Montclair State University, 
Upper Montclair, 

New Jersey 07048, US 


Case against Turkey is not convincing 


From Professor S.R. SortyeL 

Sir, James Moorhouse 
(Letters. March 30} is both 
imferir and unconvincing in 
bis claims that Turkey "is 
not a liberal democracy”, cit- 
ing three disqualifications 
for its membership of the 
European Union. These call 
for comment. First, the 
Islamic Welfare party was 
banned under the Turkish 
constitution by the constitu- 
tional court and not by the 
army. This was a constitu- 
tional act 

Second, even in most lib- 
eral countries, human rights 
do not function normally 
when there is an emergency 


and the state is faced with 
terrorism - for example, in 
the UK (IRA terrorism) and 
Spain (ETA terrorism). 

Hurd. Turkey does have 
an independent judiciary 
and rule of law. which, 
under normal circum- 
stances, are implemented. 
But Turkey is faced with a 
ruthless terror organisation, 
unfortunately encouraged, 
and even supported, by 
those who would like to see 
Turkey dismembered. 

If the EU is so meticulous 
in preserving “untainted, its 
identity as a home for free 
and democratic nations", as 
Mr' Moorhouse claims, why 


is it not challenging, for 
example. Greece, one of its 
members, for its racist poll, 
cies and constitution, dis- 
criminating against, and 
abusing the human rights of, 
its minorities? The Turks of 
western Thrace axe not even 
allowed to elect their Mos- 
lem religious leader (Mufti) 
who is appointed by the 
Christian Greek govern- 
ment. Finally, if Turkey is 
an illiberal state, then why 
did the £U establish a cus- 
toms union with it? 

SJR. SonyeL - 
35 D'Arblay Street, 

London WlA 4YL, UK 


Indian government’s objectives key factor 


From MrArjtm MittaL 
Sir, Your report of the res- 
ignation of the industry min- 
ister in the Indian state of 
Andhra Pradesh (Asia- 
Pacific News Digest, March 
30) reflects the FT’s unfa- 
vourable view of the new 
Indian administration. 
Surely the government's 
desire to deregulate the 
Indian economy, to roll back 
unnecessary bureaucracy. 


and to encourage foreign 
investment in infrastructure 
is more important than the 
resignation of a minister 
who does not even belong to 
the central government. 

The FT has previously 
quoted BJP politicians’ 
nationalist economic views 
as if they represented party 
policy. This they no more do 
than some Labour back- 
benchers reflect the UK gov- 


ernment’s policy on, far 
example, welfare reform. 

Hie FT. it appears, has 
pro-judged the new govern- 
ment and is giving foreign 
Investors an unreasonably 
gloomy impression of India. 

Arfun MittaL 
senior analyst, 
Temple-Smith Hilliard, 

7 Temple Avenue, 

London EC4Y 0DA, UK 


Number One Southwark Bridge, London SEI 9HL 

We (*e keen la enanrago tetters from reactors worldwide. Letters may be tned to *44 171-873 5938 (ant tax to ‘•no’). unafe 
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tetters written n the mein ntema t wr u l languages. Fax 0171 W3 5638. Lotos sh«*l be typed ana not tend written. 
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The UN and the Private Sector: 
“Markets for a better world” 

BY H3H A. ANNAN. SrCRFTARTGBJERAL OF THE (JN 


In this excerpt from a speech to die 
World Economic Forum, the Secretary- 
General of the United Nations argues 
that the values set out in the UN 
Charter define the human interest and 
are a pillar of the global economy. 

Peace and prosperity cannot be ach- 
ieved without partnerships involving govern- 
ments. international organisations, tbe 
business community and dvil society. In 
today's world, we depend on each other. 
The business of die United Nations involves 
the businesses of the world. 

Technical standard-setting in areas 
soch as aviation, shipping and telecom- 
munications provides the very foun- 
dation for international transactions. Our 
advocacy of human rights nurtures 
democracy and good governance, two 
essential weapons in the fight for human 
freedom and the battle against corrupt- 
ion. Our efforts to eradicate poverty 
create new markets and new opportun- 
ities for growth. Our peacekeeping and 
emergency relief operations in war-torn 
nations bring the stability needed to 
regain the path to long-term develop- 
ment. Our untiring efforts to build 
societies based on the rule of law pro- 
mote regulatory consistency and peace- 
ful change. We also help countries to join 
the international trading system and 
enact business-friendly legislation. 

Business has a compelling interest in 
the success of this work. Creating wealth, 
which is business's expertise, and pro- 
moting human security in the broadest 
sense, the UN’s main concern, are mutually 
reinforcing goals. Thriving markets and 
human security go hand in hand. A world of 
hunger, poverty and injustices is one in 
which markets, peace and freedom mil 
never take root 

Globalisation has knit us together 
and helped generate a sustained period of 
economic expansion. But is economic 
integration enough to narrow the widen- 
ing gap between rich and poor? How can 


we best integrate developing nations into 
the global economy? Can markets deal 
with the negative side effects of global- 
isation? Can we find ways to cope with the 
kind of volatility we have seen in Asia and 
elsewhere, and mi n imise its impact on 
ordinary people? 

Interdependence is a two-way pro- 
cess. What happens in developing coun- 
tries affects the developed nations. 3nd 
vice versa. There are victims and bene- 
ficiaries. There are people who have 
lifted themselves oat of poverty, and 

Thriving markets 
and human 
security go hand 
in hand 

others who remain mired in deprivation. 
A global marketplace can only work 
effectively if it is able to address its 
inherent shortcomings and contradict- 
ions. Market capitalism has no major 
ideological rival. Its biggest threat Is 
from within itself. If it cannot promote 
both prosperity and justice, it will not 
have succeeded. 

Global society, if it is to flourish, 
must also work from shared norms and 
objectives. Fortunately, the basis of that 
common understanding already exists: it 
is found in the United Nations Charter. 
Freedom, justice and the peaceful res- 
olution of disputes; social progress and 
better standards of living; equality, toler- 
ance and dignity, these are the universal 
values set out in the Charter. They define 
the true human interest They are also a 
pillar of the global economy. 

Markets do not function in a vacuum. 
Rather, they arise from a framework of 
rules and laws, and they respo nd to 
signals set by Governments and other 
institutions. Without rules governing 
property rights and contracts: without 
confidence based on tbe rale of law; with- 


out an overall sense of direction and a fair 
degree of equity and transparency, there 
could be no well-functioning markets, 
domestic or global. The UN system pro- 
vides such a global framework - an agreed 
set of standards and objectives that enjoy 
worldwide acceptance. A strong United 
Nations is good for business. 

The advent of a global economy may 
seem irresistible and inevitable. To many 
it has brought great riches. To others it 
seems exclusionary, exploitative, intru- 
sive and even destructive. We must 
remember that globalisation has not just 
happened; it has been the result of 
deliberate policy choices. 

Leaders of Government and business 
continue to bare choices. So let us choose 
to unite the power of markets with tbe 
authority of universal ideals, and to recon- 
cile the creative forces of private entre- 
preneurship with the needs of the dis- 
advantaged and the requirements of future 
generations. Ut us ensure that prosperity 
readies the poor. Let us choose an enlight- 
ened way forward towards our ut*imnt>» 
shared goal; a global marketplace that is 
open to all and benefits afl. 

Tbr words are euxzpts fan m address hf 


FT INTERVIEW KIM DAE-JUNG 


Dissident to president 


IW SocrctBi?C*ncml Kofi A. team at flu- World 
Ecoosmic Forrao la Pa w. Soteataod an 31 Jnary 
ISS8. Addfefaaal teteonMiun aboa ifce IMCrd Koigai 
Is ii.uitatilr oa to. taccnwr riW Oat {WAnmafi or 
fan far OrpartDMm a t Pabfic Ubraotfes (UbM 
Nateaa. Now York. 10017). 



Mr 


A t 74, Kim Dae- 
jung. South 
Korea's president, 
may be one of 
Asia’s oldest leaders, bnt he 
will be at the cutting edge of 
promoting a “new Asia” 
when he attends a summit 
meeting of Asian and Euro- 
pean countries that begins 
in London tomorrow. 

A critic of the "Asian val- 
ues” movement, Mr Kim has 
blamed tbe region’s financial 
troubles on crony capitalism 
and corruption. “If we had 
taken the path of democracy 
earlier, we could have 
avoided our current prob- 
lems." 

“We have a lot to leant 
from Europe such as democ- 
racy and economic develop- 
ment should go together 
hand in hand.” Nations that 
have emphasised economic 
development at the expense 
of democracy, he says, have 
usually failed in the end. 

One or Korea’s foremost 
campaigners for democracy, 
he was jailed, tortured and 
sentenced to death by the 
military loaders who ruled 
the country between 1961 
and 1987. 

He modestly calls the 
switch from dissident to 
president "a big change in 
terms of environment. 1 am a 
little isolated from the out- 
side world, so I have to main* 
adjustment In some ways. In 
the past when I was opposi- 
tion leader to criticise was 
my job and when offering 
alternatives, 1 didn’t have to 
be 100 per cent responsible. 
But now 1 am in charge of 
my country. I have to be 
responsible for all the 
details." 

That attention to detail 
includes no longer conduct- 
ing interviews in English, 
which he learned as a politi- 
cal exile in the US, because 
of worries that he might mis- 
state government policy in a 
foreign language. 

He hopes to use his visit to 
the UK. his first foreign trip 
since his Inauguration a 
month ago, to persuade his 
countrymen of the need for 
economic reform under the 
$58.5bn rescue programme 
from the International Mone- 
tary Fund. “The UK went 
through the same experience 
as Korea with the IMF and 
they were successfully able 
to learn something from the 
experience." 

He expresses admiration 
for Tony Blair, the UK prime 


South Korea’s leader tells John Burton 
what Asians can learn from Europe 



minister and argues the two 
men’s policies - market- 
friendly social democracy - 
are similar. “Tony Blair is a 
bom politician who is able 
to harmonise ideals and real- 
ities. While retaining the 
fundamentals of the Labour 
party, he has been absorbin g 
the positive aspects of Mar- 
garet Thatcher's political 
heritage.” 

Unsurprisingly, Mr Kim is 
sa n gui n e about the pros- 
pects for Korean recovery. 
"If we don’t suffer a shock 
from outside such as Indon- 
esia or the devaluation of 
the Chinese currency, our 
economy will begin growing 
within the next two years.” 

But he is no PoIIyanna. 
“We have serious problems 
such as unemployment with 
1.5m workers out of work. 
And interest rates must be 
lowered from 20 per cent, 
which is causing 100 compa- 
nies to go bankrupt a day 
along with 10,000 workers 
losing their jobs daily." 

With unemployment 
expected to reach at least IQ 
per cent this year against 3 
per cent In 1997. Mr Kim 
acknowledges tbe danger of 
social unrest. “If the govern- 


ment neglects tbe unemploy- 
ment problem, then we could 
have a backlash," he says. 

The administration has 
recently allocated 
Won8.000bn ($5Jbn) to deal 
with the jobless, including 
efforts to boost meagre 
social benefits and create job 
training schemes. These will 
be financed through bond 
issues and the sale of shares 
in state companies. Mr Kim 
also says that his govern- 
ment is prepared to abandon 
its, balanced budget and 
engage in deficit spending if 
necessary. 

One of Korea’s biggest 
challenges Is to reform its 
industrial structure, based 
around large conglomerates, 
or chaebol. Mr Kim aHmin 
the progress of chaebol 
reform has been fitful 
although “it is too early to 
criticise the chaebol since It 
is only the beginning. For 
the long term, rm optimistic 
because they need to restruc- 
ture to survive.” 

The chaebol have agreed to 
implement reform measures, 
including improving corpo- 
rate transparency, abolish- 
ing cross-payment guaran- 
tees, reducing heavy debts, 


focusing on core businesses 
and making family owners 
responsible for management 
decisions. 

But the president empha- 
sises that restructuring will 
be left to market forces 
rather than state interven- 
tion. He places responsibility 
on the banks, which have 
lent generously to the chae- 
bol in the past, to enforce 
tighter credit controls. 

Corporate restructuring 
also means allowing foreign 
takeovers of Korean compa- 
nies, which have been previ- 
ously protected from over- 
seas ownership. “Once a 
foreign investor makes an 
investment. It adds to our 
national wealth,” he says. 
“The infiisinn of foreign cap- 
ital means we can reduce 
our dependence on overseas 
debt We can learn manage- 
ment techniques. Foreign 
companies create jobs and 
add to our tax base ” 

He criticises Korean atti- 
tudes that view overseas 
investment by Korean com- 
panies as good, but foreign 
investments in Korea as bad. 
When Samsung Electronics 
opened an electronics plant 
in England two years ago, 
the ceremony “was attended 
by file Queen. If that means 
colonisation of a country by 
foreign capital, then how 
could we expect Her Majesty 
to attend the ceremony?” 

Mr Kim says he is not dis- 
appointed that he has to con- 
centrate on economic issues 
rather than promoting unifi- 
cation with North Korea, 
which hag been one of his 
strongest ambitions. "It’s not 
a matter of preference. It's 
stark reality. To have a befr 
tor environment ip terms « 
unifica tion with North 
Korea, we must first save 
our economy.” 

But he hopes that econom- 
ics will also reduce tension 
on the Korean penlcsula- 
“We are separating politic 
from the economy so we can 
promote cooperation, which 
we think will be mutually 
advantageous.” 

Or mutually destructive. 
Mr Kim recently ordered the 
lifting of restrictions on 
South Korean inve stme nts 
in the North to help save Its 
co mmunist neighbour from 
collapse. A disaster there, 
with millions fleeing across 
the border would plongethfi 
south into a new crisis, a® 
if It succeeds In surmounting 
its current one. 
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Sterling in 
another world 


As the British pound, pass es 
another nine-year record against 
the D-Mark, the cries of pain 
from the manufacturing sector 
have become more strident 

This week, Adair Turner, 
director-general of the Confedera- 
tion of British Industry, called 
upon the Bank of Fn gi^M to sig- 
nal that UK interest rates had 
reached their peak, and so help 
to push sterling back to a “more 
realistic level". 

On the same day, the Birming- 
ham Chamber of Commerce's lat- 
est survey showed that manufac- 
turers were losing sales at 
and abroad. And yesterday the 
March survey of purchasing man , 
agers confirmed a sharp fell in 
export orders. Ibis is hardly sur- 
prising with sterling now almost 
32 per cent above its level at the 
end of 1995 - even though, the 
competitiveness of UK manufac- 
turers has greatly improved. 

During the 1970s and 1980s 
Britain’s exports grew consis- 
tently less fast than world trade. 
But since 1992 they have held 
their share of an increasing mar- 
ket and did better than expected 
last year, because of technical 
improvements and tighter con- 
trol of wage costs. 

That manufacturers are better 
armoured against the mainly of 
a strong pound may be a gmall 
comfort in the embattled Mid- 
lands and the north west Never- 
theless, in the new world of 
long-term fiscal and Inflation tar- 
gets, there is no escape. Even in 
the monetarist phase of Margaret 
Thatcher’s government manufac- 


turers knew that the authorities 
could try to do something about 
the exchange rate if they wanted. 

That era ended last May when 
the Bank of England took charge 
of interest rates, with a duty to 
control Inflation. But although 
the Bank is not able also to man- 
age tiie exchange rate, it cannot 
ignore it If the price of a credible 
anti-inflation strategy is loss of 
jobs in the Midlands, it must be 
paid. But the price must be min- 
imised. 

There are two way in which 
this could be done: first by tight- 
ening fiscal policy and second by 
ensuring that monetary policy 
does not straggle indecisively 
behind the need for action. The 
Treasury painted out this week 
that it has tightened fiscal policy 
by about 2 per cent of gross 
domestic product on. a cyclically 
adjusted basis in recent Budgets. 
Ibis is probably as much as was 
politically feasible. 

The Bank’s monetary policy 
committee, on the other hand, 
may prove to have raised interest 
rates too little and too late. A 
sharper rise a year ago would 
have put it in a better position 
now to accede to the CBTs 
request This year the committee 
has seemed indecisive and 
divided in the of continued 
inflationary pressures. At its 
meeting next week, it must show 
that it is made of sterner stuff. 
Rates may need to go higher still, 
but the currency markets proba- 
bly expect this anyway. Waiting 
may only make the symptoms 
worse. 


IMF reform 


The International Monetary Fund 
continues to agonise about how 
to reform itself. Recently, the 
focus has shifted from how It 
handled the Asian crisis, to how 
it should prevent the next one. 
This month, the interim commit- 
tee of the IMF will meet to dis- 
cuss ways to improve its eco- 
nomic surveillance. 

Some of the changes being 
suggested, which, have been, set 
out in an internal IMF pqper, are 
undoubtedly helpftiL More data, 
particularly on short-term capital 
flows, must be a good idea. More 
emphasis on surveillance of the 
finanrinl sector, rather than of 
the standard macroeconomic 
indicators, is also dearly neces- 
sary - although it was first pro- 
posed bade in 1995. 

And the internal functioning of 
the Fund must be improved. The 
paper mentions instances, for 
example, where staff did not have 
sufficient expertise to judge the 
health at the banking sector. 

All this will be un controver- 
sial. But heated debate is likely 
on whether the Fund's work 
should be made more public. 

It has been suggested that the 
IMF should give its policy recom- 
mendations more force by threat- 
ening to go public if a country 
refuses to follow them. This 
would prevent a situation like 
that in Thailand in early 1997. 
when the Fund was well aware of 
the dangers but could not per- 


suade the authorities to devalue. 

Bui this is vmTPoiifttto- Such a 
public dpniaratinn could actually 
precipitate a crisis. The IMF 
would not - and should not - 
take this risk, and so the threat 
would not be credible. It should 
not be forgotten, as well, that the 
IMF can be wrong and that coun- 
tries should sometimes be able to 
disagree with its advice. 

A better balance would be to 
publish more information, whilst 
Stopping short of specific market- 
sensitive recommendations. 

The IMF, as a recipient of con- 
fidential Information, is not in a 
position to publish much without 
consent But more countries are 
now choosing to allow tire IMF 
board’s conclusions to be pub- 
lished. Brazil was recently one of 
the first major emerging-market 
countries to do so. The IMF 
should encourage this, so that 
ultimately a refusal to publish 
would send a had signal to the 
markets. The IMF itself must also 
set a better example, by making 
its own functioning more trans- 
parent 

These rihawg ag are important 
But it is far more i m porta n t that 
individual financial institutions 
make equally serious attempts to 
improve their own surveillance 
of the wwrg tn g economies, and 
tamp w th eft * tendency to impru- 
dent short-term lending. Only 
then wiD the lessons from the 
Asian crisis have been learnt 


Kiev stalemate 


The Ukrainian election results 
make depressing reading. Years 
of weak government and a state 
of permanent conflict between a 
fractious parliament and a 
well-intentioned but ineffective 
president have left millions of 
voters dissatisfied with the post- 
communist reality. Nostalg ia far 
the impoverished but guaranteed 
minimum standards of' living 
offered by the former Soviet 
regime has grown. 

little wander under these cir- 
cumstances that the communists, 
still the only nationally organ- 
ised party, should have emerged 
as the largest stogie party, albeit 
with little more than a quarter of 
the seats. They put themselves 
forward as the party of protest 
and that is what millions of 
Ukrainian voters did, especially 
those owed many months 
arrears of unpaid wages and pen- 


flection which leaves 
unist party in * first 
riisunent while more 
rd of the electorate 
ie numerous minority 
cfa failed to leap the 

it parliamentary entry 
lives nothing. 

U. with President Leo- 
a weaksied but still 
jl Ukraine will now 
f difficult to convince 
■stars tuxd the iatama- 
iciai institutions that 
will to accelerate the 
[vatisation and other 


much needed mark fit-orientated 
structural reforms. 

The experience of transition 
fr o m communism to the market 
elsewhere in eastern Europe has 
demonstrated that those who hes- 
itate cm the path to reform, or 
linger in same halfway house, are 
condemned to prolonged stagna- 
tion and declining living stan- 
dards. That was the fate, for 
example, of Romania and Bul- 
garia up to the last elections. 
It remains the fate of 
S&bfa- 

Courrtrles such as Poland and 
Hungary, where reformed former- 
communist governments pushed 
promptly ahead with market 
reforms, have prospered. In little 
over a year since the last Bulgar- 
ian elections a determined 
reformist g o ve rn ment has man- 
aged to attract international 
ba ckfog aud foreign inves tment , 
and given new heart to its home- 
grown entrepreneurs. 

The best thing about the Ukrai- 
nian elections has been the emer- 
gence of a new bloc’of 114 inde- 
pendent members to the 450 seat 
pfflfifamMrt. Many are either busi- 
ness people or campaigners on a 
reformist platform. They promise 
a welcome injection of new blood 
and support for any moves to 
accelerate the pace of Teform. 
The outside world most do all it 
can to encourage that process, 
and persuade Ukraine’s voters 
that nostalgia for s t agnation is 
no alternative. 


The dependency culture 

With oil prices low, Simon Kuper, Roula Khalaf and Sander Thoenes wonder whether Opec 

really stands for the Organisation of Panicked Energy Countries 


I t takes a lot to get oil pro- 
ducers to agree. When they 
finally shook hands on a 
deal to cut production, after 
a seven-hour session in Vienna 
on Monday night fear had bean 
the driving force. More than 
SLOObn of income was at stake. 

The slide in the ofl price since 
October has been a disaster for 
the main producers. Saudi Arabia 
and Venezuela are one- 

crop economies. It is as if their 
harvest has just failed. Russia, 
Iran Indonesia had hoped the 
production-cutting deal would 
greatly increase prices - a case of 
ofl on troubled waters. They were 
dis ap poi n ted. Last year, a barrel 
of Brent crude, the benchmark 
for the ofl price, averaged about 
$19.30. Yesterday it cost $14, Its 
brief rally after the deal by the 
Organisation of Petroleum 
Exporting Countries having sub- 
sided. If the price stays where it 
is, world export revenues from ofl 
could drop by one-third fr n m las t 
year's $300bn. 

Who will lose out? And where 
might the losses be most serious? 

Only Norway, the world’s sec- 
ond largest ofl exporter, will suf- 
fer no immediate pafa- The coun- 
try’s projected budget surplus of 
NEr94bn (£7.4bn) would have 
gone straight into its Petroleum 
Fund, which preserves oil income 
for future generations. “The Nor- 
wegians will continue to be well 
fed and well clothed," says Dan- 
iel Yergin, energy consultant and 
author. Citizens of other ail prod- 
ucing nations may be less lucky. 

The Gulf states - home to 
about half the world’s proven oil 
reserves - stand to lose the most 
money. Their consolation is that 
the starting point could have 
been worse. Fiscal balances have 
improved since the last oil price 
collapse in the mid-1980s. The 
past two years of buoyant prices 
have strengthened foreign 
exchange reserves. That is true 
all over the Arab world, even in 
war-torn Algeria, which has a 
reserve cushion of over $8bn. 

But economic growth in the 
Gulf was already low, and spend- 
ing plans by governments in the 
region will have to be chopped. 
“The major problem these coun- 
tries will faca is that they based 
this year’s budgets un oil prices 
of up to $15," says Said Al 
Shaikh, senior economist at 
Saudi Arabia's National Commer- 
cial Bank. 

Saudi Arabia, the world’s larg- 
est off exporter with $48£bn in 
oil revenues last year, was 
already looking at a larger bud- 
get deficit of 33 per cent of gross 
domestic product this year. But 



according to Mr Al Shaikh, that 
was assuming a Brent price of at 
least $15.30. The Petroleum 
Finance Company, a Washington 
consultancy, warns that Saudi 
economic growth could drop 
below L5 per cent this year, from 
an average of 4.4 per cent over 
the previous two years. 

Cheaper oil will raise the pres- 
sure on the region's rulers to do 
what they promise but do not 
deliver to diversity their econo- 
mies and to reduce state spend- 
ing and the system of subsidies. 
Fareed Mohamedi, head of the 
markets and countries depart- 
ment of the Petroleum Finance 
Company, says: “The gove rnment 
starts to say, ‘I need another 
$5bn, m sell off the telecoms.’ 
Power is devolving down to a dif- 
ferent type of animal, the private 
sector." Gulf governments say 
they are committed to privatisa- 
tions, hut they are reluctant to 
let the market dictate what 
people pay for services. That 
would erode state control. 

Mr Yergin says oil producers 
everywhere are becoming more 
open to the notion of foreign 
investment With prices low and 
volatile, “the most logical thing 
to do is to find someone who can 


help shoulder the risk and bring 
capital, skills, and access to 
global markets”. 

Iran, the world's third largest 
oil exporter, is the most vulnera- 
ble producer. In a dysfunctional 
economy. 80 per cant of hard cur- 
rency earnings derive from ofl. 20 
per cent of people of working age 
are unemployed, and inflation is 
running at 50 per cent The fall in 
the oil price will make it harder 
for President Mohammed Kha- 
tami. a moderate on social policy, 
to deliver on his election prom- 
ises of economic reform. For Mr 
Khatami, says Mr Mohamedi: 
“It's the economy, stupid." 

Outside the Middle East the 
country with most at stake is 
Venezuela- It has bet heavily on 
increasing its oil output. “Vene- 
zuela, says Maria Kielmas, Lon- 
don-based consultant “is essen- 
tially an oil well". Ofl brought 
the country $17.6bn in revenues 
last year, or nine-tenths of its 
export income. Its current 
account starts from healthy sur- 
plus. However, its budget deficit 
could balloon, and to an election 
year there will be little desire to- 
cut spending. A devaluation 
would be the easy way out. 
because it would raise the domes- 


tic value of dollar gaming s from 
oil. However, devaluation could 
put off some of the foreign inves- 
tors Venezuela has been attract- 
ing to help exploit its oil. 

That would be true in Russia, 
the world's second largest oil pro- 
ducer, which exports about one- 
third of its 6.1m daily barrels. 
The oil sold at home is partly 
shielded from the fall in world 
prices, because domestic prices 
are lower and relatively stable. 
But the ml shock comes when the 
Russian government is strag- 
gling with its budget deficit. Rus- 
sia had projected a deficit of 3 per 
cent of GDP this year. The fore- 
cast was seen as unrealistic from 
the first, and the oil price slide 
has made jt seem doubly so. 

Russian oil exports in 1996 
were worth $12bn, or 14 per cent 
of total export revenues. Much of 
that income could be wiped out. 
In addition, the government may 
receive far less than the $2.1bn it 
is counting on for its 75 per cent 
stake in Rosneft, the last big 
state oil company. Russia is 
pushing to change the tax guide- 
lines for oil companies, to sustain 
revenues. However, Amah Das, 
emerging markets strategist at 
J.P. Morgan In London, forecasts 


lower spending, lower growth 
and a higher deficit, though he 
says inflation and the real value 
of the rouble will be stable. Yes- 
terday, Sergei Dubinin, governor 
of Russia's central bank, said 
that the rouble's appreciation in 
real terms should end. 

Indonesia, hit by the most seri- 
ous economic crisis in 30 years, 
had expected to gain 20 per cent 
of this year's budget revenues 
from oil and gas. It had based its 
calculation on an oil price of $17 
per barrel. Yesterday it revised 
that to $16. The country's one bit 
of lock is that oil accounts for 20 
per cent of exports, down from 70 
per cent during the rapid recov- 
ery of the 1970s. 

Not everyone is upset about 
the' oil price. Some western 
policymakers are beaming. For 
thp 29 industrialised natinna that 
make up the Organisation for 
Economic Co-operation and 
Development, most of them ofl 
importes, a price at current lev- 
els would cut about 0.4 percent- 
age points off inflation and add 
about 0.2 percentage points to 
- economic- growth. That would 
almost make up for the damage 
to growth expected to be done by 
ftp Asian ec onumin crisis. 


Why Opec blinked first 


C onventional wisdom in 
the oil industry has it 
that weak crude prices 
hit high-cost producers hardest 
This time, it was the world’s low- 
est-cost producers that blinked 
first. As oil prices headed for 19- 
year lows, Opec members struck 
a deal with Mexico and Norway 
to efft bade production quotas. 
The price has since recovered, 
but not by as much as producers 
had hived. 

Opec and its quota system has 
skewed the world’s oil industry. 
Ofl is cheapest to produce in the 
Gulf states, which hold about 45 
per cast of total reserves. Pro- 
duction costs are as little as $2 a 
barrel, with a farther $X a barrel 
to transport ofl to market. Even 
when world prices fen to $12 
recently, many Gulf producers 
were still earning a handsome 
profit of as much as $6 a barreL 
Opec’s policy of restricting 


production has created a huge 
production premium. Profit mar- 
gins for the most efficient pro- 
ducers are staggering. Last year, 
Saudi Arabia produced more 
than 8m barrels a day, for which 
it received an average of more 
than $17 per barreL Yet its over- 
all production costs were just $3 
or so a barreL 

With such an enviable cost 
base it was assumed that the 
Gulf states could outlast other 
producers if it came to a price 
war. But no one fully appreci- 
ated the degree to which many 
low-cast producers were depen- 
dent on oil revenues to finance 
their bloated civil services and 
cradle-to-grave welfare systems. 

One of Opec’s sharpest dflexn- 

mas is that its quota policy has 


stimulated intense competition 
from producers outside the 
exporters* group. With many 
Opec states off-limits until 
recently to international invest- 
ment, oil companies have 
invested hundreds of billions of 
dollars in higher-cost ofl fields in 
non-Opec countries. 

Alaska’s North Slope and 
Europe's North Sea are often 
viewed as among the most 
expensive places to develop ofl 
fields. That was certainly the 
case in the 1970s when they were 
first developed. But operating 
costs in both areas have fallen 
sharply in recent years as a 
result of technical innovation 
(the ability to drill deeper and 
extract previously tm exploitable 
pockets of oil), management 


changes and greater geological 
knowledge. Industry analysts 
reckon that oil prices would 
have to slip to $5 a barrel before 
they forced many companies to 
start shutting down unprofitable 
platforms. 

At Opec’s meeting in Vienna 
tins week, one Gulf Arab dele- 
gate acknowledged that it may 
no longer be possible to squeeze 
higher-cost producers out of the 
market “They simply find a way 
to lower those costs even fur- 
ther,” he despaired. 

The recent discovery of huge 
ofl fields off west Africa offers a 
useful lesson in modem oilfield 
economics. Girassol is a giant 
field in 1,400m of water off 
Angola. Even though this is 
pushing the limits of production 
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Out of the deep-fat 
hying pan 

Warner Brothers has taken Bs time 
rep lac ing Chris Pula, the heed of 
mewte marketing sent reefing from 
the Burbank lot last December. 
Now ft has pulled In Brad Ban. who 
has been flogging 
quarter-pounders at McDonald’s 
these past three years. 

Pula went after only 11 months 
in the job, though Warner Insisted 
that Ms marketing was not being 
made a scapegoat for a series of 
box-office faflures as long as a 
yhifflo bass's cigar. 

' BoD's tkne in charge of US 
ma r ket i ng at McDonald’s has not 
been without the occasional pickle. 
In 1996, there was "the biggest 
product launch in company 
history" - the Arch Deluxe 
sandwich, which hasn’t become a 
household name. Last year came 
toe Campaign 55 twice-cutting 
promotion, which was cfitched 
within three months. 

Not that ffsaB gloom: Ban has 
recently been busy selecting a new 
lead advertising agency - DOB 
Needham - and roBing out the 
current "Did somebody say 
McDonald’s?" campaign. 

One thing Warner bosses ndgM 
not have to worry too much about 
is BaTs tide: in Ms days wflh Los 
Angeles ad agency Davis. Bafi & 
Cota mbatto , he and his partner 
Mark Davis had an odd way of 
sharing the company presidency - 
BsJ took ft on odd-numbared days, 
and Davis on toe evens. 


BaD said al the time this 
reflected their general disdain for 
job titles - a reasonable sentiment 
from someone who was once the 
agency’s director of novelties and 
paraphernalia. 

Odd arrangement 

Speaking of working on alternate 
days, It tent easy to imagine Bank 
of France governor Jean-Ctaude 
Trichet and European Monetary 
institute chief Wim Duisenbug 
doing that at the new European 
Central Bank. 

That was the deal touted in 
Observer’s favourite April Fool 
news story yesterday. In the 
French financial daily La Tribune; It 
was at least pleasing to see that 
the spoof gave Duisenbuig the 
edge: local hero Trichet was to 
take even-numbered days with 
Dutchman Duisenberg fronting up 
the bank on the more numerous 
odd dates. 

Rain dance 

Having caused death and 
destruction from California to 
Columbia, El Nirio has finafiy met 
its match - the Indians of Brazil’s 
Calapo tribe. 

With forest fires devastating the 
northern state of Roraima for the 
last three mo n th s , two shamans, or 
medicine men, were flown into the 
capital Boa Vista on Monday to 
summon rain. The fires, not 
unusual in toe region, have been 
ag gr a v a te d by a six-month drought 
provoked by B Nifio. 


The shamans prayed to toe god 
Cororoti and performed a mystical 
and ancient ritual on the banks of 
the Ftio Branco, the huge river near 
Boa Vista which is so short of 
water that it can be forded in 
places. Lo and behold, torrential 
rain poured down for most of 
Tuesday on the worst affected 
areas just as United Nations fire 
experts were arriving to assess toe 
damage. More rain is expected. 

As the shamans prepared to fly 
home yesterday to Mato Grosso, In 
toe south of the Amazon region, 
they delivered a parting shot - if 
the state government wants the 
rain to stop, it wRI have to bring 
them back again. 

Playtime 

Most annual reports are turgid 
affairs, unless you're a 
conscientious analyst or devoted 
investor. So Cognex Corporation, a 
teenage Massachusetts- based 
technology company, came up 
with an attention-grabbing 1997 
annual report in the form of a 
children’s activity book. Observer's 
copy was even accompanied by a 
press release signed - by "Andrew 
and Scott" - in orange and purple 
wax crayon. 

The report Includes puzzles and 
games and a cut-out paper doi of 
chief executive Robert Shilfrnan: Dr 
Bob to his chums. Under all these 
wheezes it’s still pretty turgid stuff 
- though a close read reveals that 
quarterly meetings begin with a 
company salute derived from the 
classic film comedy The Three 


Stooges, and that everyone. 
Including Dr Bob, arrives in 
costume on Hallowe’en. 

If reading the company’s report 
seems Rke hard going, just be 
profoundly grateful you don’t have 
to work there. 

Chilled out 

Botswana's economic success - 
reserves top S5bn - owes as much 
to former President Ketumile 
Maslre's prudent housekeeping as 
to the careful management of toe 
country's diamond wealth. 

Observer recalls Masire, who 
stepped down yesterday after 18 
years as leader, calling for a round 
of soft drinks after a meeting in his 
office. An embarrassed aide 
retuned empty-handed. “The 
fridge is locked, and you’ve got the 
only key, Mr President" Look after 
the pennies and the diamonds w!H 
look after themselves. 

Blue heaven 

The US Senate, reflecting toe 
nation's isolationist mood, still 
refuses to stump up Its arrears of 
United Nations dues, but it seems 
the UN has some unlikely allies on 
toe Supreme Court. 

The justices have declined to 
hear an appeal by a soldier who 
received a bad conduct discharge 
for refusing to wear a UN blue 
beret while on peacekeeping duty 
in Macedonia. Just watch those 
UN lawyers searching for a way of 
bringing the US budget process 
kite court 


technology, Elf-Aqnitaine, the 
field's French developer, reckons 
it can develop and operate Giras- 
sol for just $6 a barreL 
Low oil prices may do little to 
discourage present production, 
but they might well have an 
effect on future plans. A number 
of oil companies in recent 
months have announced delays 
to several projects scheduled for 
2000 and beyond. Recently, Shell 
UK announced that it would 
postpone several projects in the 
North Sea, partly because of low 
oil prices. No large production 
areas have been cancelled yet 
Even if big projects were 
shelved, this would only start to 
have an effect on production lev- 
els in the next decade. It would 
certainly do little to solve the 
problems now facing both Opec 
and non-Opec producers alike. 

Robert Corzme 



100 years ago 


American Impudence Towards 
A Ewopeai Power 
It is now being recognised that 
Spain is by no means likely to 
accept toe interference In toe 
affairs of its Cuban colony of 
President McKinley. The 

Washington Government has 
been acting as if It were dealing 
with the question of dismissing 
a subordinate official instead of 
conducting negotiations with a 
European nation. We are not 
surprised, accordingly, to find 
that toe Spanish Cabinet has 
replied with a proper spirit of 
haughtiness to toe blusterous 
demands of what is, after afl, a 
raw and untutored republic In 
toe West Although the 
misgovern merit of Cuba by 
Spain is undoubted, no 
calm-thinking mm can admit for 
one single moment the right of 
an extraneous nation, simply 
because it lies adjacent to a 
foreign colony, to dictate 
sudden and imperious terms to 
toe country to whom that colony 
belongs. 

50 years ago 

Canadian Workers Earn More 
Ottawa, April 1. Canadian 
workers earned 18 per cent 
more in 1947 than In 1946, the 
Dominion Bureau of Statistics 
reports. The increase is 
explained not only by higher 
wages, but also by the fact that 
less working time was lost in 
1947 than in 1946. 
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Corporate sermon 


; It is bard to disagree with motherhood 
and apple pie, and yesterday's report to 
the Organisation for Economic Go-opera- 
i tlon and Development on corporate gover- 
nance falls into this category. Stating that 
good governance can boost corporate per- 
formance is music to the ears of 
Anglo-Saxon investors. So is the commit- 
ment to market-based solutions rather 
than over-regulation. As for independent 
directors, rules to protect minority share- 
holders and more transparent disclosure, 
those may seem yesterday's battles from a 
US or UK perspective. But they are stiB 
live laanaa In many OECD countries such 
as South Korea. Even In countries such as 
Italy and France, which have been reform- 
ing corporate governance, practice stfll 
fpiiw short of theory. And the lesson that 
top executives’ remuneration needs to be 
aligned to performance needs to be learnt 
everywhere. 

The OECD report also foils to grasp 
some nettles. For example. It does not 
express a dear view on whether it Is a 
good Idea for companies to have shares 
with very different voting powers. Nor 
does It take issue with webs of cross- 
shareholdings that can insulate com- 
panies from Investor pressure. Another 
lacuna Is takeover roles; trigger points for 
mandatory bids that were similar across 
the OECD would be welcome. Fundamen- 
tally, though, these changes will come 
about because Investors demand them 
and companies see it is in their interests, 
not because codes recommend them. 

UK maikets 

Can one reconcile the FTSE 100 index at 
6,000 and sterling at DM3.10? It seems 
unlikely. Very few strategists believed 
equities would reach 6,000 by the year 
end. never mind the end of the first quar- 
ter. Even fewer were forecasting sterling 
at its current levels. So equity prices have 
sprinted ahead despite a deteriorating 
earnings outlook. Morgan Stanley calcu- 
lates that if sterling stays at current lev- 
els, 1998 earnings growth for the market 
could shrinkfrcah 7 per cent to 34 per 
cent 

With sterling looking fairly resilient 
above DM3, it is not enough to hope that a 
foiling pound will resolve the conundrum. 
Still, all is not lost for the bulls. UK equi- 
ties may have outstripped forecasts, but 
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they have unde rperform ed European equi- 
ties and look cheaper on valuation 
grounds. And while the earnings outlook 
may be deteriorating, this need not 
imply more demanding valuations. 
Indeed, foiling inflation and a supportive 
backdrop in Europe should bring lower 
gilt yields, which may offset the earnings 
effect 

Even so, it is difficult to be bullish 
about the FTSE’s prospects. The combina- 
tion of sterling strength, fall-out from 
Asia and slowing UK gr o wth is not ade- 
quately factored into forecasts. Weight of 
money provides support, rather than a 
reason for farther advance. For foreign 
investors, who most also contemplate 
downside risk in sterling, caution Is espe- 
cially appropriate- 

US underwriting 

American investment bankers have 
never bad it so good: a bull market, record 
underwriting volume and bonus bonan- 
zas. But underwriting spreads are under 
pressure. Nothing new? True, corporate 
bond underwriting spreads have been 
tight for years. But more research- 
intensive sectors, like bigh-yield bands 
and equities, have traditionally enjoyed 
richer margins. Last year, though, spreads 
in the high yield market fell 28 per cent 
as competition from recent entrants Ufa* 
Chase intensified. Is equity underwriting 
- frequently viewed as a quasi-cartel with 
its chunky 5 per rent spreads — next? If 
the only protection Is coat of entry, the 
answer is probably yes, given availability 
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Europe today 

Northern Scamfinavta win have 
some snow showers, and southern 
Denmark wHI be wet The reet of 
Scandinavia wN be tky with spans 
of sunshine. Rain wfU move east 
across central and eastern Europe 
towards the Baltic states, tuning 
to snow over the hWs. Western 
Europe wffl brighten for a white, 
but more rain wfll move across 
western parts of Frame, Portugal 
and north-west Spain. The 
Mecfitwranean will be mostly dry 
with sunshine, and any showers or 
thunderstorms towards the Levant 
wfll dear. Italy may have some 
scattered ahowera later. 

five-day forecast 

Northern and western Europe wfll 
be wet and windy, then showery 
with sunny spans. Central and 
eastern Europe wff be unsettled 
wflh rain. The Iberian peninsula wfll 
have tpefls of rah or 
thunderstorms. Greece should stay 
fine, but Italy wffl turn showery. 
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PolyGram chief to cs 

for European Oscars 




of capital and eagerness to penetrate this 
lucrative sector. This leaves one last 
defence. An unsuccessful bond issue is a 
minor embarrassment, while a failed 
equity offering could spell disaster. 
Thus chief executives have a vested 
Interest in hiring the top performers 
rather than quibbling over a few basis 
points. 

But anecdotal evidence of further 
spread slippage this year suggests current 
levels may not hold. Top underwriters, 
thou gh , have a ffo^l trick - keeping a 
higher prop o rtion of shrinking fees for 
themselves. The lasers will he second-tier 
firms, already struggling to generate suffi- 
cient revenues to justify expensive new 
infrastructure. Sounds like a recipe for 
further consolidation. 

Private equity 

This year shou ld be another cracking 
one for European private equity deals, as 
venture ogp ifai grou p s flush with raah 
pick over the bones thrown op by corpo- 
rate restructurings. But for the banks, 
taking on a record amount of acquisition 
debt. It could be too much of a good 
thing. Witness the struggle to syn- 
dicate die £4Q0m of debt to fund Nomura 
International’s acquisition of William 
HUL 

If the hanks are starting to suffer from 
indigestion, there are also other reasons 
why they are starting to become more 
cautious. They are grappling with new 
debt structures, as tranches are packaged 
up in mare complex ways. Evaluating all 
the opportunities Is stretching the banks’ 
resources. Moreover, venture capital 
groups are paying more for businesses. A 
multiple of 12 times operating profits is no 
longer unusual Combined with high lev- 
els of gearing, say 400 per cent, the more 
risk-averse hanks win get pickier. 

This should not lead to a faH-cff in 
private equity acquisitions. The arrangers 
will work harder at tapping other markets 
far their venture capital clients. The 
issuing of high-yield bonds in E ur ope an 
currencies is expected to grow fourfold 
this year. But private equity houses win 
have to do their bit to tempt the banks, 
and pay a touch more for their senior 
debt They may also have to put in mare 
equity, which mil in turn lower potential 
returns. 


0y ASM Rawsfows bt London 

The bead of Europe’s largest Sim 
company is tn call on the European 
Commission to launch European ver- 
sions of the Oscara and Emmys. the 
US mm and television awards. 

Michael Kuhn, president or the 
film division of PolyGram. the Dutch 
entertainment gro u p that backed 
Trainspotting and Bean, will unveil 
bis p m** ” 1 * 5 cm Mnwriay at a Euro- 
pean audiovisual c onferen ce. 

He will also present proposals for 
the Commission to help set 19 a 
European film school and support a 
securitised loan scheme similar to 
those used in Hollywood. 

The conference, in Birmingham, 
England. Is organised jointly by the 
Commission and the UK govern- 
ment’s Department of Culture, 
Media and Sport 

The Commission is reviewing Us 
audiovisual policy. Several member 
states, notably the UK and Prance. 
see film and television as sectors 
with strong economic potential. 

Mr Kuhn’s ideas are already being 
discussed Informally within the 
Commission 

The European Oscars would be 
awarded In Cannes, France, at the 
camp Hmp 35 the annual Rim festi- 
val The awards would provide a 
marketing platform for Europe's 





The French fito Mt TOdfcufe* was backed by Dutch group PtofcfGram 


filmmakers acting talent. 

Europe's answer to the Emmys. 
the US television awards, could also 
be staged In Cannae to coincide with 
MIP, the television programme mar- 
ket held there each spring. 

Although the Commission would 
Initially have to fund the awards, Mr 
Kuhn said the event could swiftly 
become self-financing, like the 
Oscars, from the sale of worldwide 
broadcasting rights. 

The proposed European film 
school is intended to encourage the 
next generation of producers and 
directors to make English-language 
pictures aimed at an international 


market It would also provide man, 
agement courses for entertainment 
executives. 

Mr Kuhn will also say the Com- 
mission should set up a securitised 
loan scheme. 

Most big Hollywood studios have 
recently negotiated with banking 
syndicates access to substantial 
loans backed by future d ist ri bu tion 
revenues. 

PolyGram is in the final Stag* of 
negotiating such a deal In the. US. 
However, it is difficult for moat 
European groups to do so because 
they do not have a lengthy record in 
film production. ...... 





India’s new government seeks 
to reassure foreign investors 
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By Hark Nfcbotoo In New Mfcl 

Yashwant fflnhn, India’s new finum-g 
minister, yesterday sought to assure 
foreign investors of "continuity” of 
economic refo rms and a "big 'wel- 
come” for foreign Investment in 
some sectors, 

Mr sinha said he flimprf to take the 
message to investors in New York 
and London on a visit thfa month 
planned around the annnwi World 
Bank/Inlernational Monetary Fund 
meeting tn Washington. 

In his first interview with a for- 
eign publication since taking office 
last month, he aaid he wanted to 
dispel negative impressions of the 
new Bharatiya Janata Party-led gov- 
ernment’s economic nationalist pedi- 
cles of swadeshi, or self-reliance, 
which include discouraging foreign 
investment in same sectors. 


"We are interested in creating an 
investment regime which will 
ensure transparency, speed and 
which will create a completely 
hassle-free regime for the foreign 
investor," he said. 

The finance minister said he 
hoped to deliver his first budget by 
early June and admitted facing a 
"fine balancing act" in seeking to 
control India’s high fiscal deficit - 
6.1 per cent of gross domestic prod- 
uct in the last fiscal year - and to 
“kicks tart" a limping economy 
through hi gbpr spending on infra- 
structure and agriculture. 

Mr Sinha said the BJP alliance 
“favoured" opening the state-owned 
insurance sector to the Indian pri- 
vate sector, but “not yet” to foreign 
companies. 

He added that the government 
would move swiftly on further pub- 


lic sector disinvestment and would 
continue to Include international 
equity offerings as a component of 
such sales. 

His message to foreign Inverters 
was: "We are not out of another 
planet, we are not Hindu national- 
ists as newspapers in the weft 
describe us. We are ready to wel- 
come foreign Investors in a very hlg 
way in sectors in which we fort for- 
eign Investment has a major rate to 
play.” 

The BJP has broadly defined these 
sectors as including infrastructure 
and high-technology industries. ' 

While there might also be a “nega- 
tive list” of sectors where "we may 
not need foreign investment", he 
added: "We wiU define everything 
very, very clearly. But I would plead 
that we should not be judged nega- 
tively on the basis of this small Mat" 
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Jtew regime for Italian designer 

Any young fashion designer needs a little luck, but 

=? e K?5 afavani was lueW6r *8" n»st when 
Elizabeth Taylor strafed into his new coytore 

SSMTJE? whUe shOQtin 9 Cleopatra In Rome, 
rrom that flying start, Valentino has become one 
of the world's most enduring designers. Now Val- 
entino and Giancarto Glammettf, his business part- 
ner. must adapt to a new regime, following the 
sale of their company this winter for $300m to 
HdP, the Italian industrial conglomerate. Page 17 

Hamischfeger hit by Asia crisis 

HamiscMeger, the 

equipment supplier led 
by Jeffery Grade (left), 
has taken an extraordi- 
nary battering In recent 
months. When Mr Grade 
took over in 1993, Har- 
nischfoger became a 
stockmarket star, its 
global strategy seemed 
to show how an old-line 
US manufacturer - the 
company has been 

based In Milwaukee for more than 100 years - 
could reinvent itself for the 21st century. But aarty 
last year Hamischfeger was rebuffed in its hostile 
S63lm bid for Giddings & Lends, one of the US's 
biggest machine tool makers. Then the company 
was hit hard by the Asia economic crisis. Page 14 

PNB heavily exposed 

Amid all the uncertainties brought on by the Asian 
crisis, one thing is predictable in the Philippines. 
With each new corporate bankruptcy, Philippine 
National Bank, the country’s second largest, will - 
be heavily exposed. Page 16 

Computer centralisation returns 

In the 1980s, corporations moved tram centralised, 
main-server computer architecture to more flexible 
desktop and laptop products. But, says EMC, the 
Massachusetts-based data storage group, central- 
isation provides back-ups and greater access to 
information. Now that systems can Instantly be 
made compatible through intranet and internet 
technology, nearly all of EMC*s clients want to 
return to a centralised system. Page 15 

Battle for control of bus shelters 

Automatic public conveniences, roadside poster 
sites and illuminated bus shelters do not look that 
exciting at first glance. But the outdoor advertising 
market is now worth SISbn a year and is growing 
fast That is why More Group, the outdoor adver- 
tising company, is at the cents of what promises 
to be a fierce bid battle between Decaux of 
France, its arch rival, and Clear Channel, a US 
media group. Page IB 

Euro euphoria buoys Lisbon 

The Lisbon stock market, where the 8VL 30 index 
has gained 47 per cent since January, has bene- 
fited horn "euro euphoria”. Funds have flooded 
into equities because of the rapid convergence of 
European Interest rates to German levels ahead of 
tha single currency. Page 32 
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GEC and Finmeccanica in tie-up “ 

Anglo-ltalian partnership is the first sign of consolidation in the European defence industry con tin ue 

By Paul Betts hi llfen will be grouped into two sepa- response to the consolidation meccanica’s guns and cash resources of more *>*«" ~1~1 . , , 

and Roger Taylor rate companies - one Italian,, of the US defence industry. armoured vehicles businesses £5bn. ($8.4bn) Tf 1 llllW IllM 

1 —**" the other British - under the Analysts said they expected are larger those of GEC. The deal is the first step in ^ 

Britain’s General Electric control of the Joint holding GEC to try to increase its The plan is for GEC-Marconi the restructuring and privati- nnn7 limllC 
Company and Finmeccanica, company. stake in the venture in the to acquire a minority stake in sation of Finmeccanica. The IK? vT UIc£II& 
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By Paid Betts hi MThn 
and Roger Taylor 

Britain's General Electric 
Company and Finmeccanica, 
the Italian state-controlled 
industrial and defence con- 
glomerate, have agreed the 
first stage of their proposed 
$3-4bn defence Industry part- 
nership. 

The deal will create a 50/50 
joint holding company based 
in the Netherlands that will 
control the two companies’ 
missile systems, naval 
systems, radar and command 
and control activities. These 
operations, with combined 
annual revenues of about 
$L5bn and employing 9,500, 


wJU be grouped into two sepa- 
rate companies - one Italian,, 
the other British - under the 
control of the joint holding 
company. 

For the first three years, 
Pier Francesco Guarguaglini, 
managing director of Alenia 
Difesa, Finmeccanica's defence 
subsidiary, will be chairman of 
the holding company and the 
chief executive will be Peter 
Brown, head of GEC-Marconi 
Radar & Defence Systems. 

The agreement is wwi as a 
sign of consolidation in the 
European defence industry fol- 
lowing the tripartite statement 
by the German, French and 
British governments in Decem- 
ber urging a European 


response to the consolidation 
of the US defence industry. 

Analysts said they expected 
GEC to try to increase its 
stake in the venture in the 
long term but others warned 
that this might not be politi- 
cally acceptable to the Italians. 

The two companies are also 
negotiating two other proposed 
joint ventures, one involving 
avionics and the other guns 
and armoured vehicles. 

Finmeccanica and GEC 
appear to have concentrated 
on the missiles and defence 
systems venture because their 
activities in these sectors were 
balanced. GEC-Marconi, GECs 
defence arm, is larger th«n the 
Italians' In avionics while Fin- 
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Asttoy Ashwood 


Siemens chief says Asian 
impact worse than expected 


By Stefan Wagstyt, Graham 
Bowtey rad Peter Martin 

Siemens, the German electrical 
and electronic engineering 
group, has been hit harder 
than expected by the Asian cri- 
sis, according to Heinrich von 
Pierer, chief executive. 

Speaking In a Financial 
Times interview yesterday, he 
said Siemens had been expect- 
ing a smaller rise in Asian 
orders than the 40 per cent 
increase to DMi8bn ($9.7bn) 
posted in the year to Septem- 
ber 1997, but results far the 
first few months of the current 
year indicated Siemens would 
not meet its target 

“We will hot get all we 
expected [from Ada],” Mr van 
Pierer said, but strong order 
flows elsewhere, such as in the 
US and Germany, meant total 
“order intake would not be a 
problem’'. 

The company last year set 
aside DM300m in pro v isi ons to 
cover losses such as bad debts, 
the chief executive said, and 
budgeted for higher provisions 
this year. He said tha actual 


figure would “probably'’ be 
more than expected, but he 
declined to give details. 

He said that while some 
countries, notably C hu n*. 
been largely unaffected by the 
crisis, Indonesia was “most 
problematic". In the long term, 
however, Siemens remained 
committed to Asia and had not 
changed its strategy, he said. 

Mr von Pierer said German 
business in general was very 
positive about Asia’s future. 
He noted that an Asia Pacific 
ripipfl at fom of German b usiness 
people traveling to Beijing 
later this month would num- 
ber 600, compared with 400 
who tito/Ip the last Asian trip 
two years ago to India. 

He said the semiconductor 
industry, which has been hit 
by sharp price fells, could start 
recovering in the half 

of 1997-98. “The market is stfll 
in a deep valley, but I expect 
that in the second half we will 
see an improvement because 
companies are reducing capac- 
ity - or at least not increasing 

capacity.” 

Mr vonPierer's remarks ech- 


oed those of others in the 
industry. He took comfort 
from the feet that Korean com- 
panies. which played a big role 
in capacity expansion in the 
early 1990s, were now reducing 
capacity and delaying expan- 
sion plans, including postpone- 
ments by Hyundai and LG 
Group of chip plants being 
built in the UK. 

A quarter of Siemens’s chip 
output is in memory devices, 
the price-sensitive commodity 
end of the semiconductor mar- 
ket, with the rest in logic chips 
which are more resistant to 
cyclical price swings. Never- 
theless, semiconductor profits 
fell in 1996-97 and were under 
pressure in the current finan- 
cial year, said Mr von Pierer. 

However, he said Siemens 
remains committed to further 
expansion with plans to 
increase semiconductor sales 
from DMSbn last year to j 
DM12bn in 2000. I 

“It will become very profit- 
able. I am absolutely sure," 
said Mr von Pierer, adding 
that Siemens had “the lowest 
costs in the business”. 


FDA approves Tate sweetener 


CddsuoMr industries Editor ^ 

Tate & Lyle, the UK sugar and 
starch group, has von 
approval from the US Food 
and Drug Administration for 
the use of sucralose, its -tow- 
calorie sweetener, in 18 food 
and drink categories. 

The go-ahead, which comes 
more than a decade after sub- 
mission, will allow Tate to 
enter the $lbn-a-year US mar- 
ket for artificial sweeteners, 
currently dominated by 
Monsanto's aspartame. 

It is likely to encourage 
other countries to follow suit. 
But approval for use in the 
European Union, . which 
involves a vote in the Euro- 
pean parliament, is still more 
than a year away. 

The FDA approval cowers all 
the main food am! drink cate- 
gories, including soft drinks - 


the most i mport ant sector for 
artificial sweeteners in a coun- 
try that accounts far a third of 
the world market 

Sucralose is the only low- 
calorie sweetener to be made 
from sugar, which means its 
taste is attractive to food and 
drink manufacturers. It has 
become the best-selling 
table-top sugar substitute for 
sprinkling on food and in hot 
drinks in Canada and Austra- 
lia which licensed it in 1993. 

Coca-Cola and Pepsi Cola 
have both experimented, with 
it in Canada, where it has been 
in use since 1991. 

“If it can help revive the 
flagging diet drink market in 
the US, it has the potential to 
be very big for Tate,” said 
Michael Bourke. analyst at 
Rabobank in London. 

Sucralose is more stable 
«h*n otter sweeteners, which 
lose their s we et n ess over time 


or at high temperatures. 
Sucralose can be used in home 
baking and in products pro- 
cessed at high temperatures 
such as cakes and biscuits. 

Monsanto, the US agricul- 
tural and biotechnology com- 
pany. has more than 60 per 
cent of the US market for 
aspartame, sold as Notrasweet 
and Canderel. Hoechst, the 
German chemicals group, has 
its own acesulfame K sweet- 
ener, marketed in Europe 
under the name SunetL 

Sucralose will be marketed 
in the US by McNeil Specialty 
Products Company, a subsid- 
iary of Johnson & Johnson, 
under the brand name 
Splenda. which is already used 
in the 28 other countries where 
it is approved. 

The European Commission 
has had an application to 
approve sucralose since 1987 - 
the date of the US application. 


meccanica’s guns and 
armoured vehicles businesses 
are larger than those of GEC. 

The plan is for GEC-Marconi 
to acquire a minority stake in 
Finmeccanica's avionics busi- 
ness. while the Italians would 
buy a minority stake in GEO 
Marconi’s smaller guns and 
armoured v ehicl es activities. 

The three deals would 
encompass most of GEC's 
defence operations and a sub- 
stantial section of the Italian 
defence industry. 

The Tnain GEC-Marconi busi- 
nesses outside the deal are 
ship-building and US 
operations, which the com- 
pany Is keen to expand 
through acquisition. It has 


cash resources of more than 
£5bTL ($8.4bn) 

The deal is the first step in 
the restructuring and privati- 
sation of Finmeccanica. The 
Italian conglomerate yesterday 
reported a L2.350bn f$l.3bn) 
loss for 1997 against a loss of 
L540bn in 1996. The 1997 loss 
included Ll,629bn to cover 
restructuring. 

Finmeccanica is talking to 
British Aerospace over the 
possibility of Alenia Aerospa- 
zio, its aerospace subsidiary, 
linking with the UK group. 

Finmeccanica is also negoti- 
ating a global partnership for 
its Ansaldo transport and 
energy subsidiary with Dae- 
woo of South Korea. 


Zenith TV maker 
in financial revamp 


By Richard Waters in New York 

Zenith Electronics, the last 
remaining colour television 
maker in the US, indicated yes- 
terday that it was planning a 
financial restructuring that 
could lead to “massive dilu- 
tion” for its shareholders, 
including the LG Group, the 
South Korean conglomerate 
that is its majority share- 
holder. 

The company added that it 
was exploring ways to escape 
its deepening cash crisis, a 
process that may include seek- 
ing court protection from its 
creditors. 

The news failed to remove 
concerns over the long-term 
commitment of LG Group to 
supporting the troubled US 
manufacturer. Debt rating 
agencies, including Stan- 
dard & Poor's, have based their 
pessimistic view of Zenith's 
prospects in part on fears that 
the economic crisis in Asia 
would reduce LG’s willingness 
to back its US affiliate. 

LG issued a short-term life- 
line yesterday, and said it was 
“considering providing 
long-term financial support". 
The two sides said that LG had 
agreed to extend a $4Sm 
secured credit facility to meet 
Zenith's expected cash needs 
until the end of June, The US 
company added that LG had 
provided guarantees on more 
than $100m of bank credit 
extended to Zenith since 
November. 

However, despite an expres- 
sion of support from LG for 
the "strategic direction” that 
Zenith was taking, Zenith said 


it was exploring other ways to 
resolve its crisis, including 
finding other investors or sell- 
ing “substantial assets”. 

Restructuring the company 
and funding its operations 
until the end of the year will 
require at least $225m. Zenith 
said. It refused to elaborate on 
its restructuring plans, except 
to say that they included “out- 
of-court and in-court” arrange- 
ments - a reference to the pos- 
sibility of seeking protection 
from creditors while devising a 
restructuring under the guid- 
ance of the bankruptcy court 
Zenith said its auditors had 
issued a “going concern” quali- 
fication in their annual audit 
pointing out that the compa- 
ny's future depended on its 
ability to raise money. 

News of the deterioration in 
Zenith’s finances comes two 
months after the company 
brought in a veteran General 
Electric executive to lead a 
turnaround. Jeffrey G ann on, 
chief executive, said that he 
expected to announce before 
the end of June a restructur- 
ing plan that would tackle the 
company's financial and opera- 
tional problems. 

Zenith said its sales in the 
final three months of last year 
had fallen to $348m. down 19 
per cent from a year before, 
while its after-tax losses 
jumped from $69m to 3156m. 
Tbat lef t it with a Det loss for 
1997 of $299m. compared with 
$178m a year before. 

Zenith has staked its fixture 
on a new generation of digital 
set-top boxes for cable TV and 
the arrival in the US of high- 
definition television. 


By Phffip Gossan, 


European stock markets 
continued their bull run yes- 
terday in an equities environ- 
ment described by one broker 
as "made in heaven”. 

All-time closing highs were 
set In Copenhagen, Frankfurt 
Helsinki, Madrid, Milan, Paris 
and Zurich, as they have so 
often in recent weeks. The 
FT/S&P Europe (ex-UK) index 
gained 21.2 per cent in dollar 
terms during the first quarter 
of the year. London joined in 
the excitement with the FTSE 
100 index gaining 85-4 to 
6,017.6, the first time it has 
closed above 6,000. And outside 
Europe, Johannesburg reacted 
an all-time high, thanks to a 
surge in financial stocks. 

The approach of European 
economic and monetary union 
has lifted continental equity 
markets, especially as interest 
rales seem likely to equalise 
across the Continent at the 
low levels prevailing in Ger- 
many. Interest rates have 
fallen in traditionally high- 
yielding countries such as 
Italy and Spain. 

As well as reducing corpo- 
rate borrowing costs, lower 
rates persuade investors to 
switch from bonds and b ank 
deposits to equities. Flows Into 
Italian mutual funds averaged 
L3,800bn ($2.lbn) in the first 
two months of 1998 compared 
with L6O0bn a month last year. 

At the same time, the 
approach of Emu has led many 
corporations to consider merg- 
ing in an attempt to create the 
continent-wide scale that will 
enable them to take advantage 
of the single currency market. 

A stronger dollar has helped 
the export prospects of Euro- 
pean manufacturers. And 
many companies are benefit- 
ing from an upturn in eco- 
nomic growth; the purchasing 
managers’ indices In Germany 
and Italy showed strong gains 
yesterday. 

However, the strength of the 
bull market in Europe has 
raised some concerns. Ian Har- 
nett of Nat West Securities, a 
long-running bull of Europe, 
said there may be a 5-10 per 
cent correction and Ian Scott 
the Lehman Brothers strate- 
gist, said yesterday equity 
valuations looked stretched 
relative to bond yields. 


Lax, Page 12 

No sign of slackening, Page 32 



FREEGOLD 

Free State Consolidated Gold 
Mines Limited 

(Incorporated In the Republic of South Africa) 

(Registration No. 05/28210/06) 

Disposal of President Steyn 1, 1A & 2 shafts and 
President Steyn Gold Plant to Kades Bamea cc 

Free State Consolidated Gold Mines (Operations) Limited, a 
wholly owned subsidiary of Free State Consolidated Gold Mines 
limited, has signed an agreement with Kades Bamea cc, in terms 
of which Kades Bamea will acquire from Freegold (Ops) for 
R113,5 million its President Steyn 1, 1A ventilation and 2 shafts, 
their related mineral rights and infrastructure, and the President 
Steyn gold plant 

Payment of the purchase price in cash, together with the interest 
on the outstanding balance, will be effected over the next 
17 months. 

Rehabilitation liabilities in respect of the assets to be disposed of 
will pass to the new owner- 

To date, some 680 Freegold (Ops) employees at President Steyn 
1, 1A and 2 shafts have accepted employment from the new 
owner and an additional 800 job offers are planned within the 
next two months. 


Johannesburg 
2 April 1998 
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PERSONAL COMPUTERS LEADING MANUFACTURERS ARE FEELINg THE EFFECTS OF FALLING PRICES J 

CompUSA warns on earnings 


By Louise Keboe 
ta San Francisco 

Falling personal computer 
prices are taking a heavy toll 
on profit margins, CompUSA 
said yesterday. The largest 
US computer retailer joined 
leading PC manufacturers 
and component suppliers in 
warning of lower- than-expec- 
ted earnings. 

The rising popularity of 
PGs filing in the US for less 
than $1,000, and. in some 
cases less than $800. was 
also having a significant 
Impact on revenue growth. 


the retailer said. 

CompUSA's ‘ shares 
dropped 17 per cent on the 
news to $21% in mid-session. 

Total sales for the third 
quarter, ended March 28, 
increased 14 per cent to 
$1.45bn. compared with 
$l.27bn a year ago. However, 
comparable store sales were 
up only 1J2 per cent for the 
122 stores that bad been 
open for one year or longer. 
CompUSA said. 

Moreover, it warned that it 
expected no fourth-quarter 
sales growth, on a compara- 
ble store basis. Typically. 


COMPANIES & FINAN CE: THE AMERICAS 

Investors 
scupper 
agreed 


sales per store and total 
sales for the seasonally 
slower fourth quarter are 
Iowa: than the third quarter. 

The company was "disap- 
pointed with overall sales 
growth”, said James Halpln, 
president and chief execu- 
tive. Although sales volume 
had increased in the third 
quarter, average selling 
prices had dropped by a 
greater amount than expec- 
ted. be said. 

Sales per store declined 
about 6 per cent from the 
same period a year ago. This 
is expected to have a nega- 


tive impact on its gross 
profit margin, which is 
expected to Gall to about 14.1 
per cent. Rising costs of 
creating a “build-to-order" 
service would also reduce 
margins, the company said. 

Low-cost PCs that offer 
most of the features of 
machines selling for twice 
the price are the fastest 
growing segment of the con- 
sumer PC market, account- 
ing far about 40 per cent of 
sales volume. However, the 
trend toward lower priced 
models is also picking up in 
the business sector as corpo- 


rate buyers demand simi- 
larly priced machines, indus- 
try analysts said. 

Intel, the leading supplier 

of chips to the PC industry, 
is also being hit by the trend 
toward lower PC prices. Its 
share of the sub-Sl.OOQ mar- 
ket segment dropped - from 65 
per cent in January to 45 per 
cent in February, according 
to PC Data, a market 
research group. 

Competing chipmakers, 
including Advanced Micro 
Devices which offers lower 
priced chips, won orders at 
Intel's expense. 


Harnischfeger looks to its 
strengths as the flak flies 

A failed acquisition attempt and fall-out from the Asia crisis has 
left investors disenchanted with the US group, says Peter Marsh 


A s a US navy pilot in the 
Vietnam war, Jeffery 
Grade has had plenty of 
experience dodging Oak. 

He has needed ail his sur- 
vival skills to withstand the 
extraordinary battering 
taken in recent months by 
Harnischfeger, the Wiscon- 
sin-based equipment sup- 
plier of which he is chair- 
man and chief executive. 

The company is the big- 
gest international maker of 
surface and underground 
mining machines and, 
through its Beloit subsid- 
iary, one of the world’s big 
three in pulp and paper- 
making systems. 

These two divisions last 
year accounted for nearly 90 
per cent of Harmschfeger’s 
$3.lbn sales, contributing 
roughly equal shares. 

Mr Grade took over the 
top job in 1993, and for four 
years Harnischfeger was a 
stock market star. It pursued 
a global strategy centred on 
growth markets, cutting 
manufacturing costs and 
wringing out extra profits 
through better provision of 
spare parts and mainte- 
nance. 

It seemed a good example 
of how an old-line US manu- 
facturer - the company has 
been based in Milwaukee for 
more than 100 years - could 
reinvent itself for the 21st 
century. Net income last 
year at $1 39.8m was 22 per 
cent above the 1996 figure 
and more than twice the 
level of the year before. 


But the rat set in early last 
year when Harnischfeger 
was rebuffed in its hostile 
$631m bid for Giddings & 
Lewis, another Wisconsin 
company which is one of the 
biggest makers of machine 
tools in the US. It was even- 
tually snapped up by Thys- 
sen of Germany for $675m. 
Hamlschfeger’s interest in 
the company, however, 
seemed to lack logic and dis- 
appointed many of Mr 
Grade's former Wall Street 
admirers. 

Worse was to follow in the 
autumn of last year with the 
onset of the Asia economic 
crisis and Harnischfeger 
emerging as one of its larg- 
est US corporate casualties. 

With sales of Beloit tilted 
to the Pacific Rim, a strategy 
for which the company had 
previously been applauded, 
Harnischfeger suffered a 
steep drop in demand for its 
products. Neither has it been 
helped by weak coal and 
metal prices world-wide 
which depressed demand for 
mining machinery. 

The problems hit home in 
February when the company 
announced a restructuring 
charge of up to glBOm, linked 
to a 30 per cent drop in net 
income in the first quarter, 
plus a 19 per cent decline in 
orders. It also announced the 
sale of its small materials 
handling subsidiary, as part 
of a planned divestment. 

The sequence of events 
has hit Hamischfeger's 
shares, which between early 


1993 and March 1997 outper- 
formed the New York stock 
market by 58 per cent. 

Since then they have 
halved in value compared 
with the rest of the market, 
hitting a low point of $33 in 
early March. They were trad- 
ing at $33£. down $%, in 
early trading yesterday. 

“Sentiment is very nega- 
tive,” says Mark Koznarek, 
an analyst at Midwest 
Research, a Cleveland-based 
stockbroker. “There is no 
sign of any let-up." 

Mr Grade, who joined the 
company in 1983, became 
<»hairmwn after spells as 
chief financial officer and 
chief operating officer. For 
much of the 1990s, the com- 
pany seemed to get a lot of 
things right 

Through two big deals in 

1994 and 1995 - a $lbn stock- 
for-stock merger with Joy 
Technologies of the US fol- 
lowed by the $330m acquisi- 
tion of UK-based Dobson 
Park - the company took a 
leading position in mining 
equipment particularly for 
underground coal mines. 

T om Burns, an analyst at 
Dresdner Kleinwort Ben- 
son, says that in some 
mining equipment markets 
it is "dose to a monopoly 
"supplier". " ! 

Harnischfeger is also 
acknowledged to have a top- 
class equipment producer in 
Beloit in which Mitsubishi 
Heavy Industries of Japan 
has a 20 per cent stake. 



Jeffery Grade: only a matter of time before the outlook imp rov e s 


In the early 1990s. the com- 
pany started a globalisation 
drive. It set up new plants or 
joint ventures in Poland, 
Russia and China and 
increased the share of sales 
from outside the US from 
about 35 per emit to more 
than half last year. About a 
quarter of Beloit's sales, and 
12 per cent of those of the 
mining equipment, come 
from Asia. 

The planned acquisition of 
Giddings, Mr Grade insists, 
fitted in with his strategy of 
altering Hamischfeger’s cul- 
ture to make it mare “ser- 
vice driven’*. Harnischfeger, 
he says, could have trans- 
fused some of these ideas 
into its Wisconsin neighbour 
to make machine tool main- 
tenance and spare parts as 
important as providing new 
equipment. 

Others saw it differently. 
They wondered what Har- 
nischfeger could have added 
to a company which many 
In US industry reckoned 


CASH OFFER 


Lazard Brothers and SG Hambros 

(a division of Soci&£ Guieraie) 

on behalf of 

New Decaux Pic 

a wholly owned subsidiary of Decaux S A. 
for the whole of the issued share capital of 

More Group Pic 

Lasard Brothers & Co., Limited (“Lazard Brothers’ 1 ) and SG Hambros, a division of Social 6 Gdndrale 
(“SG Hambros"), announce on behalf of New Decaux Pic (“New Decaux”), a wholly owned subsidiary of Decaux S.A. 
("Decaux"), char by means of a formal offer document daced 1 April 1998 (the “Offer Document”) Lazard Brothers 
and SG Hambros have made an offer (the “Offer") on behalf of New Decaux to acquire all the ordinary shares of lOp 
each (“MMeGroup Shares”) in More Group Pic (“More Group"). The foil terms and conditions of die Offer are set 
out in die Offer Document and in the related Form of Acceptance. Accepting More Group Shareholders ma y rely only 
upon the Offer Document and Form of Acceptance for all the terms and conditions c£ the Offer. Terms defined in the 
Offer Document have the same meaning in this advertisement. 

The Offer is 1,1 10 pence in cash for each More Group Share. In addition. Mote Group Shareholders will remain entitled 
to receive the second interim dividend of 12.5 pence (ner) per share for the year ended 31 December 1997, 
by More Group on 5 March 1998. 

The Offer is, by means of this advertisement, notified ro all persons to whom the Offer Do cument may not be 
despatched and who hold, or are entitled to have allotted to them, More Group Shares. Such persons are informed that 
copies of the Offer Document and Form of Acceptance are available for collection during normal business hours fern 
New Issues Department, IRG pic. PO Box 166, Bourne House, 34 Beckenham Road, Beckenham, Kent BR3 4TH or 
from IRG pic, 23 Ironmonger Lane, London EC2. 

Acceptances of the Offer should be received by no later than 3.00 poo. on 22 April 1998 (or such later timefs) 
and/or date(s) as New Decaux or its agents may, subject to the City Code, decide). 

The Offer is not being made, directly or indirectly, in or into the United States, Canada, Australia or Japan and the 
Offer Doc umen t and the Form of Acceptance are not being, and must not be, mailed or otherwise distributed or sent 
in, into or from the United States, Canada, Australia or Japan including in More Group Shareholders with registered 


Shareholders are set our in Appendix 1 to the Offer Document. 

pris advertisement is not being published or otherwise distributed or sent in, into or from the United States, 

Australia or Japan. AH persons reading this advertisement (including, without limitation, nominees, trustees and 
orsrodiaits) who would, or otherwise intend to, forward this advertisement, the Offer Document, the Form of 
Acceptance or any related documents mist not distribute, send or mail them in, into or from die United States, Canada, 
Australia or japan, and doing so may render invalid any related purported acceptance of the Offer. 

Lazard Brothers, which is regulated in the United Kingdom by The Securities and Futures Authority Limited, is acting 
exclusively for Decaux and New Decaux and no one else in connection with the Offer and will not be responsible to 
anyone other than Decaux and New Decaux for providing the protections afforded to customers of Lazard Brothers or 
for providing advice in relation to the Offer. 

Sociftf Gfin&de, which is reflated for the conduct of investment business in the United Kingdom by The Securities 
md Futures Authority Limited, is acting exclusively for Decaux and New Decaux and no one else in connection with 
the Offer and will not be respottfihle to anyone ocher than Decaux and New Decaux for providing the protections 
afforded to customers of Socwftg G£n6rale or for providing advice in relation to the Offer. 

The directors of Decaux and New Decaux accept responsibility for the information contained in this advertisement and 
to the host of their knowledge and belief (having taken all reasonable care to ensure that such is die case) the 
information contained in this advertisement is m accordance with the facts and does not omit anything likelv to affect 
the import of such tafonaatfon. ^ ' 

2 April 1998 


bad radically lost its way. 

“Thyssen coming in with a 
bigger bid was the best thing 
that conld have happened to 
Jeff - it saved him from a lot 
of headaches," says the chief 
executive of a rival US engi- 
neering supplier. 

Mr Grade does not see the 
Asian crisis as a “mortal 
wound” and believes it is 
only a matter of time before 
the outlook improves. 

A more focused company 
has emerged following the 
$340m sale of 80 per cent of 
its materials handling sub- 
sidiary to Chartwefl, a New 
York-based investment 
group. 

The restructuring provi- 
sions should save up to $4Qm 
a year, mainly through, a 
loss of JP.to 900 jobs from 
Hamischfeger’s 15.000 global 
workforce. The fundamen- 
tals for Harnischfeger are, 
he says, still strong; but 
unfortunately for him the 
stock market, at least far the 
time being, does not agree. 



merger 

By Ch ris topher Parices 
to Los Aa gates 

An agreed merger between 
two leading makers of 
motion simulator rides has 
been scrapped after institu- 
tional shareholders opposed 
the allegedly "over-priced” 
deal between Iwerks and 
Showscan. 

The vote to reject the link, 
which valued Sbowscan at 
827m, came at Iwerks’ 
annual meeting and ended a 
campaign led by Providence 
Capital, which bas 200.000 
Iwerks shares. 

Vital s u pp o rt came from 
Heartland Advisers, which 
owns more than 20 per cent 
of the company. 

The unusually successful 
display of shareholder power 
overriding the unanimous 
wishes of both companies’ 
boards followed a public 
campaign by Providence 
Capital which complained 
that they had foiled to pro- 
vide “a pertinent financial 
analysis'* of the alleged bene- 
fits of merger. 

Iwerks claimed that the 
link would increase its 1999 
profits to 2 cents a share, 
compared with a projected 
loss of 26 cents. 

The companies are among 
the leaders in the fast- 
growing “location-based 
entertainment" sector in 
essence shopping malls in 
which conventional retail 
outlets mingle with restau- 
rants, cinemas, arcades and 
other entertainment facili- 
ties such as mini-golf and 
skating rinks. 

Competition is fierce, and 
Iwerks, which started out 

malting ridoc mmhlning ffln> 

and cars mounted on 
hydraulic rams to simulate 
movement, has had difficul- 
ties after diversifying into 
the market for giant-screen 
film theatres, which is domi- 
nated by Imax. 

The problems for smaller 
businesses have been com- 
pounded by mounting inter- 
est in the sector from large 
media and entertainment 
groups. 

. .Walt Disney, far example, 
is building a chain of Club. 
Disney . outlets, aimed at 

families. - 

The value of the all-stock 
merger agreement, which 
was signed in August, fell to 
$i6m after Providence Capi- 
tal launched its campaign. - 
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NEWS pi 

BREWING . 

Labatt to increase its 
stake in Femsa to 30% 

Labatt Brewing Company of Canada to to rata to stake in 
Femsa Cavosa, Mexico's second largest brow, from 29 pgr 
cant to 30 per cert. Femsa s*d yesterday. Femsa, which 
brews Sol and Tecate beers, aaid Labatt acquired eh option 
to increase to share ownership when it bought to* 22 per 
cent sake in September 1994 for S5t0m. 

tt added that the price of the frereactlonwovicl beequtah 
tent to the average of 90 par cert of tha ongtnat share price to 
September IBM and an fodependert veftfotfon, at Feu**- . . 
Cerveza's market value. Femsa and UatNrit are hiring batsttto 
calculate the market value, ftesuks are dua by Aprs 20 and 
they aim to complete the transaction by May IS. 

Funds raised would be used by Femsa to pay down debt, 
which stands above SI bn. Marco Vera, a beverage analyst 
Deutsche Morgan Grenfell, estimated the to Labatt would 

be between S18Qm and Si 90m. 

Femsa has said its beer division was planning an initial .. . 
public offering, expected to involve ig per oart-of the share®, 
leaving Femsa with 51 per cent ownership. It wits not dear 
wften the IPO would take place. Henry Tricks, MexiooCffy - 

PR0SAN . - 

P&G to take full control 

Procter & Gamble, tha US consumer products group, la to 
purchase from Empresas CMPC of Santiago the portion of a 
Latin American joint marketing venture that It does not already 
own. P&G said that the acquisition took the company's global 
strategy one step further "by assuming fuR ownership In 
South America of a business opportunity that offers greet 

tong-teim global growth potential". 

Prosan. the venture the two companies operate in Argentina 
and Chile, was formed in 1992 to market disposable nappies 
end feminine pads in CNie, Argentina, Paraguay. Uruguay and 
Bolivia under the brands Babysan and Ladycan. "Our Jofor . ' 
venture with CMPC was an important step in expanding our 
paper operations in Latin America." P&G said. CMPC mokas 
and markets pulp and paper products. The purchase price 
was not disclosed. Reuters, Cincinnati 


PHARMACEUTICALS^ 

ICN warns of currency loss 

ICN Pharmaceuticals said yesterday the devaluation of the 
Yugoslav dinar by 82 per cent would result in a non-cash 
charge in the second quarter that might effect its earnings. 
The US group said It would take action to reduce the impact 
of the devaluation. Including fmmeefiato application for price 
increases. "ICN Yugoslavia has been operating profitably for 
the past five years. During 1997 we had decre ase d our mone- 
tary exposure by $74m," said Milan Panic, chairman and chief 
executive officer. 

. ICN said sales In Yugoslavia represented about 30 per cent 
of its total revenues and that the rest of te business contin- 
ued to operate profitably. Reuters, New York 


ENVIRONMENTAL SERVICES 

Laidlaw wins Safety-Kleen 

Lakflaw Environmental Services, part of Canada's Lakltaw . 
group, said yesterday It had received 94 par cent of outstand- 
ing shares of Safety-Kleen, more than the two-thirds required 
for Lakflaw to complete its US$2.1bn takeover of tha US 
waste recycling company. 

The announcement ends a bitter four-month takeover battle 
in which Safety Kleen's board implemented a "poison pffl" to 
block Laidlaw’s offer, even though it was higher than a rival 
US$1. 8 bn bid by Phifip Services, the Canadian waste services 
company. Shareholder, however, refused to tack Philip's 
lower all cash offer because of concerns about the financial 
health of the company. That left Safety-Kleen's board with 
little alternative other than to attempt negotiating terms with . 
Laidlaw. Safety-Kleen’s unease over the Laidlaw offer Is ’’ 
thought to centre on the share element of tha consideration 
and questions about synergies which Laidlaw befieves would 
be attainable. Scott Morrison, Toronto . _ 


ALCOA ACQUISITION .V, ; 


Further information sought ^ 

/Uummum Company of America has received a request frnfo 
the US Department of Justice for additional Inforniation oriik 
«xpjlsition of Alumax. Alcoa said yesterday that this second 
request extended the anti-trust waiting period. Afumax also, , 
received a cavil Investigative demand from the Justice Depart- 
ment seeking similar information and documents. 

The length of the extension of the anti-trust waiting period 
was not available. Alcoa signed a definitive agreement to 
acquire Alumax In a cash-and-stock transaction valued at 
about $3. 8 bn. including debt assumption. 

Alcoa would acquire half of Alumax shares in a $60-e-shara 
cash tender offer. Each remaining Alumax share would be 
converted Into 0.6975 an Alcoa share. 

If le ss th an 50 per cent of the Alumax shares are tendered, 
Alcoa said the remaining shares would be exchanged for a 
combination of cash and Alcoa common stock on a pro-rata 
basis. The tender offer Is subject to expiration of toe anti-bust 
waiting period, shareholder approval and other customary 
conditions. AP-DJ, Pittsburgh 

CHILE 


Emel in refinancing talks 

Empresas Emel, the ChHeen power distribution company, te h 
naQOthations to refinance about Si 00m of debt through a syn- 
dicated bank credit or a private debt placement 

Leonardo Bltran, chairman, said before a shareholders' 
meeting that the credit or debt would allow Emel to “replace 
part of the the company's currently-held short-term cretfits for 
longer tarn [debiq\ 

Eugenio Arteaga, corporate finance 'manager, added that 
Emel wUl decide on a syndicated loan with foreign banks ora 
private placement with US tnstitutlonai investors, mainly insur- 
ance companies. Emel is also negotiating a credit forebout 
S90m alongside Hs US partner PP&L Global to finances ■ 
planned acquisition of 75,4 per cent of El Salvador's Com- . 
panto Dfetribuktara de Etectrickfod del Sur. Reuten^ Santiago 
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Double act hopes 
to make 
Normandy sing 

Analysts are positive about the arrival of a 
global manager at the Australian gold 
mining group, reports Kenneth Gooding 
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I t took Robert Champion de 
Crespigny only io ye^ to 
build Normandy Into Aus- 
tralia's biggest gold group. 
Of course, he did not do it 
alone, but he often gave the 
impression that Normandy 
was managed by a one-man 
band - he even moved his 
family from Adelaide to 
Paris for a year to bed down 
the group's merger with part 
of BRGM. France’s state- 
owned mining group. 

The one-man band percep- 
tion is gradually changing. 
Normandy last October 
appointed its first global 
managing director. After six 
months in the job, lan 
Gould, 51, is relishing it. 

Mr Gould, a geologist with 
30 years of international 
mining experience, points 
out that be gave up the man- 
aging directorship of Rio 
Tin to Australia, part of the 
world's biggest mining 


group, so he was confident It 
would work out 

"Robert and I have a clea r 
allocation of responsibilities. 
I am doing some of the work 
Robert did previously but. 
broadly speaking, Robert 
concentrates on corporate 
development while I take 
responsibility for organic 
growth and for the bottom 
line,” he says. 

Mr Gould's arrival has 
been generally welcomed by 
Australia's financial commu- 
nity, which came to know 
him well during his 17 years 
with Rio Tin to (formerly 
CRA in Australia). 

One analyst says: "Mr 
Gould is well respected. He 
gives Normandy more credi- 
bility. Some still see Nor- 
mandy as simply a big Kal- 
goorlie miner. There's plenty 
for him to da Normandy’s 
returns to. shareholders have 
been no more than average 
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The appointment of Mr Gould, right; as global manager has added to Normandy's cmfibUty, although \ 


still see it as simply a Mg Kaigoorfie miner 


in spite of its fast growth. It 
has often looked like growth 
for growth’s sake." 

David Walker, analyst 
with ABN-Amro Australia, 
said the appointment fitted 
well with Normandy's com- 
mitment to etspanr! interna- 
tionally and work harder at 
growth through py pin™tirm 
It also fitted with Norman- 
dy’s contention a signif- 
icant part of its international 
growth and expansion was 
to be through La Source, its 
60 per cent owned French 


offshoot where BRGM Is its 


Mr Gould points out that 
Normandy has grown 
largely through acquisitians. 
“Now a lot of growth will 
come from physical develop- 
ment of projects on -the 
ground and some are not in 
our traditional areas of 
expertise." He mentions a 
manganese metal project in 
Queensland, as well as a 
cobalt venture in Uganda, as 
examples. 

"Normandy now requires 


management by systems, not 
by intervention, while keep- 
ing its attrepreneurial flair 
and speed of action." 

H e insists, however, that 
Normandy Is still a 
committed gold com- 
pany. While it has big inter- 
national ambitions, and 
recently listed on the 
Toronto and Montreal stock 
exchanges to attract more 
non-Australian investors, for 
the time being it cannot suc- 
ceed unless its Australian 


gold operations are a suc- 
cess. 

Mr Gould says Normandy 
will want to know more 
quickly what resources it 
has, expand them faster and 
as far as possible. "We would 
prefer to manage fewer, 
larger ore bodies, so priori- 
tising ore bodies is my big 
objective." 

One of Mr de Crespigny’s 
recent deals was to take a 
stake in Great Central Mines 
(GGM), the gold group built 
up by Joe Gutnick, in 


exchange for helping to 
finance two GCM acquisi- 
tions. Many analysts saw 
this as a defensive move by 
Normandy because there 
were rumours that GCM was 
being woed by North Ameri- 
can suitors and Mr de Cres- 
pigny did not want them 
stamping all over his Austra- 
lian patch. 

But Mr Gould says Nor- 
mandy has expertise to offer 
to help lower GCM costs or 
improve operations, while 
GCM "is an outstandingly 


mm- 


successful exploration com- 
pany". 

Meanwhile, limited diver- 
sification away from gold 
will continue. At present 
about 30 per cent of Norman- 
dy's revenue comes from 
non-gold operations. Mr 
Gould suggests that in five 
years, Normandy will be 
substantially bigger, gold 
will be contributing a bigger 
percentage of revenue, "but 
Normandy also will have 
grown into a strong indus- 
trial group". 
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Massachusetts group plans to make PC information storage a thing of the past 

M ik L I !l iett ^ , ^ cl ! i v f US-based EMC envisages a time when companies will keep their data In centralised storage banks, writes Victoria Griffith hk 

executive of EMC, the Share price retaUw to the 

Massachusetts-based US In 1997. Analysts have huge information banks that wanted to nm new software, instantly compatible larly in electronic commerce, which makes it possible to s&p Composite 

data storage group, laughs begun to mention EMC in are the lifeblood of banks, and trv new products.” he thro ash intranet and inter- "A consumer wanting to use EMC's nrnducts in con. w 
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M ike Ruettgers, chief 
executive of EMC, the 
Massachusetts-based 
data storage group, laughs 
when he hears that the hard 
drive on his public relations 
manager's lap-top had 
crashed earlier in the day, 
losing dozens of documents. 
"You see, this is why we’re 
going to be a huge success," 
he chuckles. 

Mr Ruettgers is modest in 
using the fixture tense. By 
most standards, his company 
is already a huge success. 
From $l90m in 1990, sales 
mushroomed to nearly $3bn 
last year. Since 1993. the 
company's stock price has 
surged more than 800 per 
cent. 

BusinessWeek magazine 
named Mr Ruettgers one of 
the top 35 managers injttae- 


US In 1997. Analysts have 
begun to mention EMC in 
the same breath as other 
leading names. "EMC could 
join Intel, Microsoft, Oracle 
and Cisco and the pantheon 
of dominant tech names," 
wrote Steven MUunovich, an 
analyst at Merrill Lynch, in 
a recent industry report 

Mr Ruettgers-has a vision. 
In the near future, storing 
corporate information cm a 
personal computer will be 
considered archaic. Every- 
one will be connected to a 
central data storage bank 
that will never experience 
any serious problems. Who 
will sell and maintain these 
systems? EMC. 

EMC makes and maintains 
data storage systems, the 


huge information banks that 
are the lifeblood of banks, 
airlines, insurance compa- 
nies and other industries. 

The company is master of 
this $ 10 . 2 bn business, with 
27 per cent of the market! 
The only competitor with a 
double-digit market share is 
International Business 
Machines, with 22 per cent 

Mr Ruettgers reckons the 
market will expand to $35bn 
within the next few years. 
“Even if We jUSt ine^ain 
our current share, that’s tre- 
mendous growth,” he says. 

Corporations’ move away 
from the centralised, main- 
server computer architecture 
in the 1980s was inspired by 
operational difficulties, Mr 
Ruettgers believes. “People 


wanted to ran new software, 
and try new products,” he 
says. "But they couldn't wait 
for months for the informa- 
tion systems department to 
process their request. So 
they started buying desktops 
and laptops and running 
their own show." 

Yet the original concept, 
in Mr Ruettgers’ mind, was 
sound. "What we’ve got now 
are all these islands of 
unconnected information 
floating around." he says. 
Not only are colleagues 
deprived of this information, 
the chances of melt-down 
are greater. 

"In a centralised system, 
you’d always have back- 
ups," he says. Now that 
systems can he made 
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instantly compatible 
through intranet and inter- 
net technology, companies 
seem to be moving back to 
the original plan. Nearly all 
of EMC*s clients have indi- 
cated a desire to return to a 
centralised system. 

T he internet may speed 
up the demand for cen- 
tralised data storage. 
"Few people will want to 
store massive amounts of 
data on their desk-tops in 
the future," says Mr Ruett- 
gers. "Not if they can dial 
into the internet and gat 
that information from a cen- 
tralised source immedi- 
ately." 

EMC sees great opportuni- 
ties in cyberspace, particu- 




larly in electronic commerce. 
"A consumer wanting to 
book an airline ticket needs 
access to vast quantities of 
data." says John Egan, EMC 
executive vice-president. 
"We want to manage that 
information.” 

EMCs success rests on an 
unusual management for- 
mula. Early on, the company 
decided not to manufacture 
any of the components in its 
machines. To guarantee 
quality, the group's engi- 
neers thoroughly test parts 
from suppliers before assem- 
bling the final machines. 
The group adds value 
through its proprietary soft- 
ware, which makes data 
easier to organise and 
access, and “connectivity". 


which makes it possible to 
use EMC's products in con- 
junction with any other sys- 
tem. 

EMC also emphasises cus- 
tomer service, at a cost of 4 
per cent of its revenues. Its 
hardware products are 
equipped with a “call home” 
feature that automatically 
notifies EMC's central com- 
puter of any errors. That 
device allows the company 
to catch problems early on, 
before they constitute a 
threat to the system. 

This service has inspired 
strong loyalty. When Cedel 
Bank in Luxembourg called 
EMC last September about a 
computer glitch. EMC's engi- 
neers tracked down the prob- 
lem, although it was clear 
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that the problem was not in 
the EMC systems. 

“We can rely on them," 
said Cedel. EMC is counting 
on suds loyalty to catapult it 
to the big league. 
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RETAILING DUTY FREE CHAIN TO SHED 17.5% OF WORKFORCE 


HK 


By Louise Lucas ia Hong Kong 

Duty Free Shoppers (Hong 
Kong), the privately owned 
c hain , has axed 17.5 per cent 
of its workforce, or 220 staff, 
as a result of plunging sales 
amid the territory's tourism 
and re tail sl um p. 

Hie group, which earlier 
this year laid off 100 staff, 
has been hit by the demise 
of Hong Kong's once thriv- 
ing tourist industry- A 20 per 
cent decline in the number 
of tourists has hurt shops as 
well as hotels, restaurants 
and airlines, and has con- 
tributed to the economic 


slowdown in the territory. 

“There are just no tourists 
in Hong Kong. Sales have 
been falling sharply below 
the budget level,” said Shir- 
ley Wong, vice-president of 
human resources at DFS. 

The retail sector, where 
sales fell 11 per cent last 
month, has been hit by a 
sharp fall in buying by for- 
merly big-spending Japanese 
customers. 

Since July, when China 
resumed sovereignty over 
Hong Kong, the number of 
Japanese tourists has been 
steadily declining and now 
stands at about half 


pre-handover levels. 

South-east Asian destina- 
tions such as Thailand and 
Malaysia have been rendered 
more attractive by their cur- 
rency devaluations. In tom, 
tourists from these countries 
are now finding Hong Kong 
prohibitively expensive. 

Hong Kong’s tourist body 
now hopes to boost tourism 
from mainland China but, 
Steven Thompson, chief ana- 
lyst at Nikko Research Cen- 
tre in Hong Kong, said: 
“They are not going to be 
the same spenders as the 
Japanese.” 

Other shops have suffered 


Bad loans turn out to be 
persistent nightmare for PNB 

Philippines bank is facing another crisis, writes Justin Marozzi 


A mid all the uncertain- 
ties brought on by the 
Asian crisis, one thing 
at least is predictable in the 
Philippines. With each new 
corporate bankruptcy in the 
country, investors can be 
sure that Philippine 
National Rank , the country’s 
second largest, will always 

be heavily exposed. 

Bad debt and PNB appear 
irresistibly attracted to each 
other. Details are emerging 
of another debt crisis - at 
$254m the largest to hit the 
Philippines since the 
regional currency turmoil 
began - at National Steel. 
PNB once more appears to 
be the leading lender. Some 
believe the exposure runs as 
high as 5bn pesos ($l32m). 
That would represent 3 per 
cent of the bank's total loan 
portfolio last year. 

It is difficult to assess 
what is happening in the 
bank, as it m«intainw an 
impenetrable silence. In a 
belated reaction to the Asian 
crisis, it has reined in new 
loans. Such is PNB’s new- 
found aversion to extending 
fresh credit that stockbroker 
wags have dubbed its acro- 
nym Please No Borrower s . 

The rot set in after the 
bank's restructuring in 1994 
and 1995. Then, in an effort 
to move away from behest- 
loans and seize market share 


from rivals such as Metro- 
bank and Bank of the Phil- 
ippine Islands, PNB plunged 
into the dollar lending mar- 
ket, supplying cheap credit 
to property developers and 
other unhedged borrowers. 

Eight months after the col- 
lapse of the peso, the bank is 
paying dearly. ABN Amro, 
the stockbroker, says the 
bank's dollar loans of $1.2bn 
are the highlit in the sector, 
representing 38 per cent of 
the total portfolio. This com- 
pares with 30 per cent for 
PCIBank. 25 per cent for 
Metrobank and 12 per cent 
for BPL 

“Despite attempts at 
restructuring, PNB contin- 
ues to be haunted by prob- 
lems from the past,” says an 
analyst at a foreign broker- 
age. “The government's 45 
per cent shareholding 
remains a serious burden for 
the bank to bear. First, it 
still appears to direct credit 
towards government institu- 
tions and. second, it frus- 
trates the bank's attempts to 
come to the market to keep 
sufficiently capi talised when 
the largest shareholder does 
not have the funds to sup- 
port it" 

The capitalisation problem 
Is one of the most pressing. 
Analysts believe that as 
asset quality deteriorates 
and provisions rise during 


the economic downturn. 
PNB may break the central 
bank’s 10 per cent capital 
adequacy guidelines. At 
present, it is the only top-tier 
commercial h ank to be 
clearly undercapitalised. 
Recapitalisation is expected 
to prove expensive and to 
dilate book value. 

The ailing bank may need 
to find a partner to inject 
fresh capital The rumour in 
Manila is that Metro Pacific, 
the Philip pine fla g shi p of the 
Hong Kong-based First 
Pacific conglomerate, may 
acquire a significant stake. 

Other indicators of the 
bank's performance makes 
uncomfortable reading. In 
the past three years, net 
income has declined, from 
2.ibn pesos in 1995 to an 
estimated l.lbn pesos last 
year. One analyst forecasts a 
further drop, to 961m pesos 
this year and 851m pesos in 
1999. 

T he bank is also seen as 
having the worst asset 
quality, lowest return on 
assets and highest risk port* 
folio, as well as being the 
mast vulnerable to changes 
in banking regulations such 
as a mandatory inn-pa^p in 
provisioning to 2 per cent 
Until recently, the bank’s 
non-performing loans were 
also the worst in the sector. 


from the dearth of Japanese 
tourists. Joyce, an upmarket 
rhai'n which stocks brands 
such as Prada and Giorgio 
Armani, has laid off 90 staff, 
shifted its flagship store to a 
cheaper location, and issued 
a HK$76ro rights 

issue to bolster its balance 
sheet 

Matsuzakaya, the 
Japanese department store, 
will close in August after 23 
years' business, leaving 
more than 150 staff 
redundant. Yaohan 
department store, also of 
Japan, went into liquidation 
at the end of last year and 
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Now, at 6J2 per cent, PNB is 
a close second after PCIBank 
on 6 l 4 per cent Provisioning 
lags behind on 2.4 per cent 
Ismael Pili. hanking ana- 
lyst at Indosuez W1 Carr, 
has raised his estimate of 
non-per fo r m ing loan growth 
to 9.6 per cent this year. He 
believes that under the influ- 
ence of the government as 
PNB’s largest shareholder, 
about a third of the bank’s 
loan portfolio Is still directed 
towards state institutions. 
This, he argues, is less prof- 


laid off 2,700 employees. 

Unions have urged the 
government to take action to 
ease pressures on the sector. 
Chan Yuen-han. a provi- 
sional legislator and vice- 
chairman of the Hong Kong 
Federation of Unions, is call- 
ing for a cheaps* land pric- 
ing policy to relieve the pres- 
sure of high rents on shop 
owners as well as greater 
capital investment in 
retraining programmes. 

“The economic depression 
is here to stay for some 
time.” she said. The govern- 
ment should reinforce its 
programmes." 
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itable than credit on purely 
commercial grounds. 

Investors will need per- 
suading that PNB knows 
where ft is heeding: Reviv- 
ing sentiment may depend 
on a new partner. As nnp 
analyst puts it The bank's 
price to book value of just 
0.5. compared with BPI an 
three times Metrobank 
on two times, says it all. 
Even when the hanking sec- 
tor recovers. PNB will be left 
behind. The next two year s 
will be a big struggle.” 


Asset 
slide hits 
Japanese 
builders 


By Mcbfyo ftakamoto 
fa Tokyo 

Two Japanese construction 
companies have highlighted 
the extent to which the 
country’s property sector Is 
suffering from sharp asset 
deflation since the years of 
Japan’s bubble economy. 

Takenaka, a construction 
company based in western 
Japan, is suing Matsuza- 
kaya, & department store, for 
Y9.92bn ($74m) to unpaid 
fo es it claims it is owed in 
connection with a golf 
coarse development project. 

According to Takenaka. 
the two companies set up a 
company in 1989 with the 
■ »tm of con s tr u cting a course j 
in the Mie prefecture in cen- 
tral Japan. Takenaka 
acquired toe property for the 
planned course and under- 
took procedures necessary 
for the development- 

However, the plan unrav- 
elled when asset prices in 
Japan began a downward 
spiral 

Takenaka was unable to 
begin construction of the 
course by its deadline, with 
the result that its develop- 
ment licence lapsed. The 
Matsuzakaya board then 
voted last year to withdraw 
from the project, leaving 
Takenaka with the fond. in 
winch ft had invested about 
YlObn. 

Many construction compa- 
nies have had to taka on golf 
courses after guaranteeing 
loans to developers which 
then wait bankrupt Taken- 
aka operates three other 
courses through subsidiaries 
as a result of the failure of 
developers, even though, 
according to the company, it 
never intended to be 
involved in golf courses. 

Meanwhile, Hazama, a 
general contractor. Is to post 
a Y88bn extraordinary loss 
in the year just ended as a 
result of liquidating three 
subsidiaries involved in 
property, finance and prop- 
erty development 

In order to make up for 
part of toe loss, Hazama is 
selling its headquarters in 
Tokyo, and branch offices in 
Osaka, Nagoya and Kyushn, 
for a total of Y50.4bn. 


NEWS DIGEST 


India ■ 

Gas utility advances 
61% on higher sales 

Gas Authority of Indio. foa country’s state-owned and bigg**! 
o as company, reported a 61. per cant rise m after-tax pnftts- 
to Rsi0t» (S253m) against RsB^bn a year eerier on hfaher - 
sales of domestic cooMng end natural gas. 

The company, forced tost year to postpone an international 
equity offering amid east Asia's financial tutmofl, reported a 
26 per cent rise m sales to RsSTbn, egainet FM5bn foe previ- 
ous year. The company said production cf BquW petroleum 
gas reached a record 600,000 tomee. with natural gee output 
rtsfoa just over 15 per cent to 20,032 cu m TcXei tiqitid hydro- 
carbon production, Including LPG. wee put at 635,000 tornas, 
up 14.000 tonnes on a year earlier. 

Meric Nicholson, New DeW 

VEHICLE PRODUCTION _ ^ V . 

Toyota to lift US capacity 

Toyota, the Japanese vehicle group, is to boost production 
capacity at a new US plant fa Indiana from the inrtlaSy 
planned 100,000 vehicles a year to 150.000 in 200ft Wien 
the revised plan ia implemented. Toyota's combined produc- 
tion capacity at its North American plants wflJ be 'raised to 
1.25 m units a year. 

The expanded capacity is expected to be fuffltted by mak- 
ing sports- uttfity vehicles. The Indiana factory how under con- 
struction b scheduled to start making truck bodes at the and 
of 1998. At present, Toyota exports some 24,000 tull-ufc* - 
pick-up trucks a year from Japan to the North American 
market. 

Industry sources said the added capacity erf 50.000 vehicles 
at toe plwt will be allocated to production of sports-utifay 
vehicles based on foe chassis of foe pick-up trucks. Toyota 
appears intent on cashing in on targe demand for sports-utfflty* 
vehicles In foe North American market, against foe backdrop 
of floundering domestic vehicle demend. 

Toyota wHl invest an additional 5500m in foe revised capac- 
ity, boosting foe total investment in the Indiana plant to 
$i.2bn, the company said. It has afao revised its employment 
plan for the plant up to 2,300 workers from the Wtially 
planned 1 ,300. It sakl Kyodo, Nagoya 


COCA-COLA AMAT1L ■ 

Ex-chief ousted from board 

Shareholders in Coca-Oofe Amatfl. foe soft drinks bottler, •" 
voted yesterday to oust Norb Cole, former chief executive, 
from foe board of rectors. The motion was passed at foe 
annual meeting, yesterday. Mr Ode had refined to resign 
from the board after he was replaced in the top post earlier 
this year by David Kennedy, executive vice-president of Coca- 
Cola USA. 

CCA yes t erd a y said sales volumes for the 1997-98 simmer 
period in Australia grew 11 per oent over the corresponding 
period a year earlier. 

Dean Wills, chairman, said the performance was "an out- 
standing one". He added that early indcations for the compa- 
ny’s pe r formance in 1998 were good. 

In spite of Indonesia's current economic difficulties, sales 
volumes derived from the country in the first quarter ware In 
line with the 1997 first-quarter figure. This is "a commendable 
performance given that country’s circumstances", Mr Wilis 
said. AFX-Asia, Sydney 
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TIM Telecom Italia Mobile S.pJV. 

Registered offices in Turin, Via A. Bertola No. 34 - Sub office in Rome, 

Via L- Rizzo No 32 

Capital stock Lk.4l0J03i7IJ50 fully paid up 
Entered under No. 2582/95 In the Ordinary Section of the Company Register of Turin 
TAX LDl No. 069478900 1 5 

NOTICE OF ORDINAKT GENERAL MEETING OF STOCKHOLDERS 

Stockholders are hereby convened to an Onfirary General Meeting In Turin to be held in the Conference Room at Via A Bertoh No. 34 at 1 1.00 am. on April 27 1998 
on first all and. if necessary; on April 28 1998 on second caB at the same dme and place to tfiscuss and dtitaeraie on the Wowing 

Agenda 

I. Financial Statements for the fiscal year ended Oecamber 3 1 1 997: Reports of the Board of Directors and foe Board of Statutory Auditors. Rehied resolutions. 

1 Resolution* pursuant to artfde 2364 of the CMI Code, clause I . points 2 and 3. upon the determination of the number of Directors. 

3. Proposal for the acquisition arid subsequent assignment, of the Company's own shares; relevant and Incidental resolutions. 

4. Ratification oT foe appointment of Arthur Andersen S*A for the Bmtad audit of the half-yearly report far the period ending June 30 1997. 

5. Appointment of independent auditors for the auditing and certifying the financial st a t em e n ts for the three-year period 1998-2000. 

6. Appointment of Independent auditors for the limited audit of the half-yearly reports during the three-year period 1998-2000. 

Only Stockholders who have deposited their ordinary shares at least five days before the date see for the Meeting at the registered offices in Turin, Via A Benda No. 34. 
or the sub-office In Rome, Via L Rizzo No. 22 or at Monte TkoH SpA for the securities managed by them or at any of the financial institution toted below may attend 
the Meeting. 

In Italy: 

Banca Commerttale Italians S.pA, Cretfitn ItaUano IpA, Banea di Roma SpA, Banco d Napoli S.pA, Banco dl Sofia SLpA, Banca Nazionale del Lavoro S pA . Isticuto 
Bancarte San Paolo dl Torino SpA.. Banca Monte dei Paschi dl Sena S.pA_ Banco di Sardegna S*A. Banca Nationaie deffAgricohura SpJL, Banco Ambrosiano Veneto 

SpA, Banca Toscana S-pA, Roto Banca 1 473 SpA.De*resche Bank SpA,Cri*dtnBergamascoSpA. Banco dChtavariedefiaRMeraUgureSpA, CAB -CredtoAgrario 

&«ctano SpA, Banca Srib S^A. Banca C Stelnhauslin & C SpA. Band Rdeuram SpA. Citibank NA, Banca Regronale Europe. SpA, Banque Paribas, Isticuto CentraJe 
di Banche e Banchwri SpA e Banche sue assooace. Banca Popolare di Novara, Banca Popoiare di Milano, Ban ca Popdare di Bergamo - Cradtoo Varesino, Banca Pbpoiar* 
Commercfo e Industrta, Banca Popotore dl Sondrio, Banca Anoortiana - PopofereVeneo, Cariplo - Casss d Rbparmta delte Provtnde Lombard® SpA. Casta di Risparmio 
dlPamrae Placenta SpA, Sana CFa SpA, Banca Carige SpA.CARlSBO - Cassa di Rbparmto in Bologna SpA, Casta d Risparmio d Trieste - Banca SpA, ICCRl - 
teltuto d Credito delle Casio dl Rhparmto kattane S.pA. Caste dl Risparmio e Monti dl Credtoo su Regno suoi assodati, ICCREA SpA - Istioreo CentraJe defte Banche dl 
Credreo Cooperative. 


Abroad: 


NewYoric 


Frankfurt 
on Maim 


Buenos Aires: 


Banca Commereiale hallana SpA- 9a Queen Street- EC4R I AB 
Credroo latano SpA - 17. Moorgate - EC2R 6AR 
Banea di Roma S.pA - 87, Gresham Street. - EG2V 7NQ 

Banca Commereiale Icafena SpA- OneWHIiam Street - N.Y. 10004 

Cnedto Itafiano SpA - 375. Park Avenue - N.Y. 10152 

Banca d Roma SpA - 34. East 51st Street - N. Y. 10022 

Morgan Guaranty Trust Company of NewYoric - 60. Will Street - N. Y. 10260 

Banca Nazionale del Lavoro SpA- 26. Avenue des Champs Bystes - 75008 

Istioita Bancario San Paolo df Torino SpA - Eschersheimer Landscrasse, 55 - D 60322 

Lavoro BankAG.-Talacker.21 -8001 

Banca Nazionale dd Lavoro SA- Florida. 40 - 1005 


for the Board of Directors 
Aw. Vittorio Dl Subno 
Chairman of the Board 


The Financial Statements and Reports of die Board of DireCDors, the Board of Statutory Audtors and the lndpendencAudtors wfil be denochxwi * 

After Aprt 17 1998 stockholders may request primer proofs of the aforeme mki nad documentation from the Turin and Rome offices above. 

The aforementioned documentation will ba sent to stodrhokfers who requtsc the material in time by alUng +39 6 39002654. 

The notice convening the Ordinary Meedpg of Stockholders Vvas published In die Official Gazette of tha tahan Republic, issue Nol 77, Pirt I i of April 2 1 998. 

A toll free number (167 482424) is available in Italy for afi interested parties. 

This notice can also be found the fodowtag Internet address: http:rtwww.unut 

This notice Is being published in accordance wkb regulations approved by Consob resolution No. 5553 of November 14 1991. 


Insurance lifts 
China Southern 


By Lotrin Lucas 
and agencies 

An aviation crash that killed 
35 people last year has 
helped lift profits at China 
Southern. The Guangdong- 
based carrier booked an 
exceptional gain of 
Ynl43.84m (517.4m) from 
excess insurance compensa- 
tion. 

One aviation analyst 
described the phenomenon 
as “normal, if a bit macabre. 
At China Airlines of Taiwan 
it’s almost a source of 
recurrent profit - almost 
every year they make an 
exceptional gain on 
insurance reimbursement,” 
he said. 

“In some cases, carriers 
make more money crashing 
planes than they generate 
operating them.” 

China Southern, one of 
China’s three biggest air- 
lines, booked a net profit last 
year of Ynl.l4bn, compared . 
with the previous year’s 

Yn72083m. • 

The company listed last 
July, after a delay of same 
three years. Its plans were 
farther derailed by the c rash 
last May in Shenzhen - 
across the border from Hong 
Kong - which killed 35 
> passengers. 

Recurrent earnings growth 
was helped by a strong first 
halt although as the econ- 
omy deteriorated in the sec- 
ond half, travel revenues 
dried up. The carrier is pre- 
dominantly a domestic air- 
line, deriving 80 par cent of 
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profits from the home mar- 
ket. 

Jean-Louis Morisot, 
regional aviation analyst at 
Goldman Sachs in 
Singapore, said the carrier’s 
home base of southern 
China was particularly 
affected by the drop in 
business confidence 
stemming from falling 
inventories, by falling 
foreign direct investment 
and by pending mass 
lay-offe. 

“This is a market 70 per 
cent-daminated by corporate 
and government travel, so 
it’s fairly volatile," he 
said. “And as a result, 
China air travel contracted 
in 1997 from very high levels 
of growth the preceding 
year." 

The outlook for the market 
should be brighter following 
China’s decision last month I 
to cut interest rates, he said, 
and the regulator's move at 
the tail end of last year to 
allow ticket disco unting , a 
practice which had been 
officially hanwpri 

“That has a stimulating 
impact, and the combination 
of toe two moves mpana the 
industry could expect a mild 
recovery in 1998," said Mr 
Morisot 

At the operating level, 
China Southern’s profits 
increased 26.3 per cent, 
from YnL37bn to YnL73bn. 

Earnings per share 
increased 30 per cent from 
YU053 to YnO.43. 

The group win not make 
any dividend payout 


ONGC 
climbs 19% 
in year 

By Marie Mcfarfson fa New DeW 

Oil and Natural Gas 
Corporation of India 
(ONGC), the state-owned 
upstream oil giant reported 
a 19 pa- cent rise in net prof- 
its for the year ending 
March 31 to Rs24.2bn 
(9613m), compared with 
Rs20.3hn a year earlier, 
despite lower crude oil pro- 
duction. 

The Improvement which 
exceeded analysts’ expecta- 
tions. camp after a tR R per 
cent rise in operating reve- 
nues of Rsl51bn, with higher 
sales of gas, liquefied gases 
and related products. 

Crude oil production was 
2895m tonnes, higher than 
government targets of 27.7m 
tonnes, but down from last 
year’s 28.7m tonnes. Produc- 
tion has fallen, more than 
3lm tonnes in the early 1990s 
as a result of technical prob- 
lems in ONGC’s Bombay 
High oilfield, which is 
viewed by analysts as hav- 
ing suffered from overpro- 
duction. 

L N. Chatter) ee, finance 
director, said the pr ofits 
increase derived partly from 
higher prices for most petro- 
leum products, worth au 
additional Rs8.7hn over the 
year, combined with stron- 
ger output of gas and gas-re- 
lated products, which con- 
tributed an extra RslBZbn. 

Analysts ssdd the profits 
figure reflected both the gov- 
ernment’s move last year to 
deregulate gas prices and a 
strong rupee. 
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. COMPANIES & FINANCE: EUROPE 

— *!M 6 ERMAN GROUP PLANS T O LIFT NET INCOME TO DM2.8bnJN 2000 AND AD D 1,6 00 JOBS THIS YEAR I T 

Commerzbank aims 
to double income 


Landis & Gyr bought 
by Texas Pacific 


B? "Mm Rsher in Frankftvt 

Commerzbank, the German 
institution, yesterday pres- 
ented a confident view of its 
future, with plans to double 
net income over the next 
three years and add 1.600 
jobs in 1998. 

It said operating profits in 
the first two months were 
around last year’s high level. 
Martin Kohlhaussen, chair- 
man, described this as “very 
satisfactory” and said much 
lower risk provisions would 
also benefit results. The 
bank set aside DM881m 
($476m) for Asian loan risks 
out of 1997 profits. 

He said Commerzbank 
aimed to achieve net income 
of around DM2_stm in 2000 
compared with last year's 
DMlAbn. a 10 per cent rise 


on 1996. This was based on 
realistic planning but should 
not be taken as a forecast 
The result would be to lift 
net return on equity to 
around the 15 per cent which 
Commerzbank has stated as 
its goal. Last year’s return 
was 9.9 per cent 
The bank's ambitions in 
investment banking foresee 
a return on equity of 305 per 
cent in 2000 against 20.4 per 
cent in 1997. It has embarked 
on an extensive hiring pro- 
gramme. this week announc- 
ing it had added more than 
two dozen analysts and trad- 
ers in London. 

Mr Kohlhaussen said 
global equities was at the 
centre of its investment 
banking strategy, with plans 
to spend heavily on person- 
nel and technology in Frank- 


furt. London, New York, 
Tokyo and Singapore. It has 
no aspirations to become a 
big bank in mergers and 
acquisitions. 

Investment banking will 
account for much of this 
year’s job creation. It aims to 
hire 2,000 people, though this 
will be partly offset by a 
reduction of some 400 jobs in 
the domestic branch net- 
work, leaving the end-year 
group total at 32,000. 

Around 1.000 new jobs 
would be created in Frank- 
furt, with employment also 
rising abroad. The increase 
would include 300 in data 
processing and more than 
100 in financial coatrolling. 

Mr Kohlhaussen said net 
profits from investment 
banking should total some 
DMl.35m in 2000 against 






Martki Koh&taussan: equities are at the centra of bank's strategy AP 


DM661 m in 1997. The other 
big contributor would be 
German retail banking, with 
profits projected to rise from 
DM477m to DMl.4bn. the 
return on equity rising from 
7 per cent to 18 per cent 


In mortgage banking, the 
return *Twniri increase from 
18 per cent to 20 per cent and 
in international finance 
(including treasury and for- 
eign exchange) from 8 per 

cent to 16 per cent 


High finance cuts a dash in haute couture 

Alice Rawsthom reports on the sale of the Italian fashion house Valentino to an industrial conglomerate 

A ny young fashion The two men, who have instructed to sound out pro- Han Dior and Hennfts, are agreements and Mr 

designer needs a little worked together since i960, spective purchasers. investing heavily in hiring metti is in talks to ter 

luck to get their first must HOW adaot to a nc*W TTiTP thon known an TTPT wvnnir flonioro*™ tYiftm Srvms. HroncM 


A ny young fashion 
designer needs a little 
luck to get their first 
break, but Valentino Gara- 
vani was luckier than most 
when Elizabeth Taylor strol- 
led into his new couture 
house in 1959 while shooting 
Cleopatra in Rome. 

Photographs of Ms Taylor 
wearing a white Valentino 
gown at the Spartacus 
premiere were splashed 
across newspapers and mag- 
azines all over the world. 
Thanks to her patronage and 
that of equally mediagenic 
stars - from Monica Vitti 
and Sophia Loren, to Sharon 
Stone - Valentino has 
become one of the world's 
most enduring fashion 
designers. 

Valentino and Gian carlo 
Giammetti, his business 
partner, are now starting a 
new chapter in their for- 
tunes following the sale of 
their company this winter 
for 9300m to HdP, the Italian 
industrial conglomerate 
behind Rizzoli publishing 
and the GFT textile group. 


The two men, who have 
worked together since 1960, 
must now adapt to a new 
corporate regime. 

For someone who has 
ceded his company’s inde- 
pendence, Mr Giammetti 
appears remarkably relaxed 
in his opulent office with 
16th century frescoes and Le 
Corbusier chaises longues on 
a sprawling Aubusson carpet 
at Valentino’s headquarters 
on Piazza Mignanelli in the 
heart of Rome. 

“We needed to secure the 
company's future,” he says. 
“In a few years, Valentino 
and I will want to do some- 
thing different We had to 
make sure other people were 
ready to take over from us.” 

Mr Giammetti began the 
process of transition a year 
ago by asking Goldman 
Sachs, the US investment 
bank, to produce proposals 
for Valentino's future. A flo- 
tation was ruled out as Mr 
Giammetti was concerned 
that life as a public company 
would be too constraining, 
and Goldman Sachs was 


instructed to sound out pro- 
spective purchasers. 

HdP, then known as HPL 
swiftly emerged as frontrun- 
ner. Valentino had worked 
with GFT since 1975, when 
the latter manufactured its 
first ready-to-wear collec- 
tion. Having failed in a 
recent attempt to merge GFT 
with Marzotto, its arch-rival. 
HdP management saw buy- 
ing Valentino as an entree to 
the luxury goods sector. 

T he deal was announced 
last September, and an 
agreement clinched in 
January. HdP has bought a 
brand synonymous with ele- 
gance in fashi on circles, and 
retains a whiff of dolce vita 
glamour among the public, 
even if it is neither as widely 
known as Gianni Versace or 
Gucci, nor as hip as Prada or 
Helmut T-flng 

Many of Valentino's cus- 
tomers have been loyal to 
the label for decades, but it 
is burdened with a middle- 
aged image when other fash- 
ion houses, such as Chris- 


tian Dior and Hermds, are 
investing heavily in hiring 
young designers. 

Valentino, which mustered 
modest operating profits of 
L31bn (517m) on wholesale 
sales of Ll^QObn in 1997, 
needs to find a way of 
attracting new clients with- 
out alienating the old ones. 

In theory, the HdP deal 
should give Valentino the 
capital it needs to modern- 
ise, and Mr Giammetti hag 
already mapped out an 
investment strategy. 

Recruiting executives to 
work alongside him is a pri- 
ority; as is hiring new assis- 
tants for Valentino’s studio, 
one of whom may eventually 
take over as chief designer. 

Another objective is to 
rescind the company's licen- 
sing deals, most of which 
date back to the 1980s. 
“Some have been good deals, 
but others were done for the 
wrong reason, just to make 
money, ” says Mr G iamm etti. 
“Handkerchieves in Japan. 
That was stupid.” 

Valentino has 30 licensing 


By Wffiam Hafl m Zurich 

Texas Pacific, a US venture 
capital firm, is buying con- 
trol of Landis & Gyr Commu- 
nications. the world's lead- 
ing supplier of public and 
private payphones, in a 
leveraged buyout believed to 
be worth close to SFr200m 
(Stflm). 

It is the latest sign of the 
upheaval in the recently 
deregulated Swiss telecom- 
munications market Landis 
•Ss Gyr has supplied over 
2£m payphones in over 70 
countries and is a leading 
produce' of electronic pay- 
ment systems and smart 
cards. Abel Halpem. a part- 
ner of Texas Pacific, said the 
new owners intended to 
back the current manage- 
ment's desire to "aggres- 
sively grow” the business. 

Although payphones are 
facing increasing competi- 


tion from the rapid growth 
of mobile phones, Mr Hal- 
pern is convinced that the 
market for payphone tele- 
phony will continue to grow 
by 5 per cent to 10 per cent a 
year. He was keen to support 
the group's expansion into 
related fast-growing areas 
such as smart cards and 
electronic payment systems. 

Landis & Gyr, which 
recently entered -the Chinese 
market, forecasts continued 
strong demand for pay- 
phones in emerging markets. 
It sees considerable potential 
for upgrading the uses of 
phone cards in the industria- 
lised world where there are 
more than 10 times as many 
payphones as cash dispens- 
ers. 

Landis & Gyr. which has 
sales of SFr350m and 
employs 1.600 staff, is being 
sold by Electrowatt, a Swiss 
conglomerate, which is 


merging its industrial activi- 
ties with Siemens of Ger- 
many. The European anti- 
trust authorities required 
the sale of its payphone and 
smart card activities, as a 
condition of its approval. 

Landis & Gyr is a member 
of the Global Chipcard Alli- 
ance of telecoms groups 
which aims to boost growth 
of smart cards which contain 
a microchip that can store 
significantly more data than 
traditional hank cards. The 
alliance was founded by Bell 
Canada. Deutsche Telekom, 
US West, American Express 
and Oracle. Its recent mem- 
bers include IBM and Micro- 
soft. 

Texas Pacific will have 
majority control but some 
Swiss investors will be 
included in the ownership 
group. Credit Suisse First 
Boston and Merrill Lynch 
will supply the financing. 


agreements and Mr Giam- 
metti is in talks to terminate 
them. Some licensees will 
continue to manufacture far 
the company, but Valentino 
will control distribution. It is 
also developing its Very Val- 
entino brand as an umbrella 
label for younger ranges. 

A longer-term objective is 
to expand the retail network 
of 84 outlets, including 11 
wholly-owned boutiques. 
Some stores, including those 
in Milan and Paris, are to be 
renovated, and Mr Giam- 
metti hopes to open new 
ones in North America and 
Europe, notably in Spain. 

Mr Giammetti is also inter- 
ested in helping HdP fin 
which he and Valentino will 
acquire a combined 3 per | 
cent stake) to augment its , 
luxury goods interests. 

“We see it as an Italian 
rival to the big French 
groups like LVMH.” he says. 
“We’re looking at acquisi- 
tions in leather, jewellery, 
maybe even another fashion 
house like Valentino- Why 
not?” 


Shares suspended in 
two big Italian banks 


By Paul Betts hi man 

Shares of both Mediobanca 
and Istituto San Paolo di 
Torino, the Italian banks, 
had to be suspended yester- 
day just before the dose in 
the Milan stock exchange 
because of excessive rises. 

Mediobanca, the Milan 
banking group at the centre 
of an influential network of 
corporate alliances, was 
trading 9-95 per cent higher 
at L29.350 before it was 
suspended. This followed a 
4.4 per cent gain on Tuesday. 

San Paolo. Italy’s largest 
commercial bank, about to 
merge with IML the Rome 
banking group, was also 
suspended after its shares 
rose 9.9 per cent to L27 ,950- 

Yesterday attention cen- 
tred on the bank sector 
because of the wave of con- 
solidation in the industry - 
the broad Mibtel index rose 
2.35 per cent while the 
blue-chip Mib 30 index 
increased 2.65 per cent 


Mediobanca 
Share pries (lire ’000) 



Jan 1998 Ap 

KmAMMO 

Brokers said yesterday the 
rise in Mediobanca shares 
reflected expectations of sig- 
nificant changes in tbe 
secretive banking group 
which announced a three- 
year strategic plan last 
weekend to strengthen itself 
in investment banking and 
asset management. 

Mediobanca yesterday said 
its L2.100bn ($l.l5bn) capital 


increase involving new 
shares and warrants would 
be launched on Monday. As 
a further sign of change, the 
bank will also host for the 
first time a meeting with 
analysts to discuss its indus- 
trial plans. 

The capital increase 
involving a l-for-5 rights 
issue with the new shares 
priced at L14.000 each cou- 
pled with warrants is 
designed to finance the 
bank's subscription of the 
recent Assicurazioni Gener- 
ali cash call as well as its 
three-year strategic plan. 

However, analysts also 
expect to see eventual 
changes in Mediobanca's 
network of alliances and 
inside the bank's controlling 
syndicate of shareholders. 

Olivetti, the information 
technology and telecommu- 
nications group, is expected 
to abandon the syndicate 
now that Mediobanca has 
disposed of its 2 per cent 
stake in the company. 
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NATEXIS GROUP IN 1997 

SUBSTANTIAL GAINS IN BUSINESS ACTIVITY 
AND NET INCOME, PLUS AN IMPORTANT PRECAUTIONARY 
MEASURE TO PROVIDE AGAINST ASIAN EXPOSURE 


and the PWtippmes) was USD T.390 miffion. repayments since then 
throu^j February 28. <998 have reduced tbat fierre to USD 1.230 miSjon 

- approximately 3 percent of total Mateos outstamfings. 

Tie gro up ** exponra to these conferies cotoe * to USD 856 
miUIoa. excluding exposure guaranteed ultimately by leading 
international names or secured by cash aid excluding trade financing 
(letters of credit canfumatfonsL bat indafing sovereigi and similar risk 
In Indonesia and Thailand. The mam country concerned is South Korea 
which accounts for 38 percent of the group's exposure, followed by 
Thailand (26 percent), and Indonesia (24 percent). 

Nateids is not directly at risk either in the Asian real estate, stock foreign 
exchange, or hoancial markets. No particular crecft risk has to this day 
required the establishment of pr«««ns in relation to tWs crisis: Fottowlng 
s detailed analysts of its portfolio, the group remains confident in the 
quality of its overall exposure. Nevertheless, as a precaution, and to 
preserve its margins in the face of a possible deterioration in the 
condition of certain counterparties or countries, the Board of Directors 
has decided to increase generaHwrp«* provisions by a substantial 
amount and to withdraw FRF 200 mPfion from the Fund for general 
banking risk In order to provide as 11 percent cover tor tbe group's 
exposure to Asian rWs. The amoont of generaHNnpose provisions is 
tikis increased from FRF 304 roilion to FBF 926 miRioa. FRF 550 miHton 
of which are earmarked for Asia. 

CONSOLIDATED NET INCOME IS RAISED FROM 
FRF 98 MTlXION TO FRF 289 MILLION 

Other factors tev&ig -a significant impact on the coup's year-end income 
statement are: 

- provisions established during the first had of the year foflowlng the 
Fremtii Banldng CommlsdooTitecrtncal tepection mtssioa Onthefufl 
year, the main besdbgs affected are those concemme provisions for 
specific credit risfcsXBnder addttttal provisions) and share m equity 

‘ affiliates, to market the poop's property hokfings (excluding 

business promises); 

-'disposal of Hie group’s 66 percent iat e r est in AJfi Gesbon. This sale 
Wooed at the end of December 199? 'and produced the bulk of the 
S‘BF.227 nation ip net gwhs bn long-taa divestments; 

■-B from the fund for general baring risk amounting to FRF 804 

,- pftdndmg FRF 604 nriffon lor the first half of 1997); 

- »%& pH charge (FRF 257 raffliooj prineipaBy due to the high p r oportion 

••vriBlMb* genomed ay poup entire s operating outside France and 
therefore pot included in the tax poup- 

Ovcrag. pet fcxoroe group share for 1997 stands at FRF 289 rntBion, 
as compared mill fW,S8 tnH6oo the year before. 

Bn ireirff Of paraepwn will recommend the payment of a 
**t ffufowd jmrlaamre of BtF 10 (FRF IS, tedudiac French 
taxcreiHo. : . 

KEY FtCUR&S ' 


+ 21.8% 
+ 196% 


(eec tanMng hcome up 1X5 W). 

■ Pragranltw ta gram aporatke Ibcmm, «P 3 1 -8 % «mr 1 990. 

■ 1 1 % coverage of Aden exp o m ir e through ■ FRF 550 mUBoo 
precautionary geoereJ-porpose provision, 

■ SobrtSKtM gelii In wet Income. eharai FRF 389 mBOoe 
vs. FRF M mltSoa hi INC. 

■ Recommended dtvMeed per sham of FRF IO, or FRF 15, 
locto d tog French tax credit. 

Otvce again, the past year was characterized; in France by weak business 
loan demand. wMc favorable conditions continued to prevail in the 
financial markets On the international plane, the outbreak of the &aaadal 
crisis tn Asia win reman the year's most notable event 
Against this background. Natexis group produced the foflowiiig results; 

GOOD HEADWAY IN NET BANKING INCOME (NBI) 

FOR MOST BUSINESS LINES » 

A commentary on the group's business activity for 1997 was presented in 
a detailed press retease dated January 21. 1998. The final figures for the 
yrar confirm very favorable trends tor most of the group's business fines. 
In 1997. net banking income (NBI) for the group's competitive market 
activities was FRF 3.777 mWon. representing a 12.5 percen t incre ase 
over 1996. Tne greatest increases were recorded by the international 
Onnuon (*26 pci rent). Private Equity 1*135 percent). Private Banking, 
and M fir A Advisory Services. 

Revenues generated from Specialised financing increased by 0 percertt. 
NBI from Market Activities. Asset Management, and Brokerage rose. 
6 percent to FRF 856 miWoo (accounting for 21 percent of trffll NBg. 
thanks in particular to good performances by Natens Capital m the stodr 
market brokerage field and ABM Corp. fa trading mortgagels^ed 
securities m the United States. 

As m previous years, corporsee tending and services in France contended 
won very sharp competition which squeezed profit margins a no tea to e 
6 percent decline m NBI. Nevertheless, by optimizing Its business base. 

N.tirtK strengthened is market share m ks main product wes. 
I^pwiniy m the cash management and payment services area. 
t-mailY. the programmed reduction of institutional activity on behalf of. 
the French State and the decline m revenues from corporate i treasury 
diluted the nnpievement w the group's NBI. Despite these eteowKs, 
however. WMI 1997 Natexis poop net banking income amounted to 
fRF A. 168 imfoon. 5.8 percent above the 1996 figure. 

TICHT EXPCNSE CONTROL AND SHARP RISE -• ' 

IN CROSS OPetATWC INCOME '"y 

Concurrent with ns business expansion. 

ific expense reduction program initiated m Nhim y* 

educedro S.J 1 3 MWune equivalent emptofdes i w.due 
ntbjck in France (down V.® Wg«£' 
period): meanwhile, outsde France, the gw work force continued to 

grow |«10 percent). 

Ail expenses for the year FRF 2.677 miffion. 1.4 percent 

Expenses associated with operations in France 

were down bv 5.9 petw. * 

T*«n*ma«o»clnS^ 

,me«e in gross operating maw*, up 21.8 percent over the previous 
year to FRF 1.491 nu#on. 

Sli»STANIIAL P1ttCAimo» PROVISION TO COVZR BCPOSURE 
pi ASIA , _ 


(in FRF millions) 

1996 

. 1997 

Net banking income [NBI] 

3.939. 

4168 

of which NBI from competitive 



market activities 

3359 

3.777 

Gross operating income 

1.224 

1.491 

wet mcome. gwp share 

98 

239 

On FRF Mbons) . ■ 

Total assets 

288 

299 

Total shareholders' equity 

17.4 

17.4 

Solvency ratio: 



Cooke 

9.3«b 

85% 

EU capital adequacy Directive 

133% 

123% 


AKZO NOBEL 




NATEXIS 

GROUPS 


The Annual Meeting of Stockholders of Akzo Nobel N.V. 
- formerly Akzo N.V. - will be held in Musis Sacrum. 
Velperbuitensingel, Arnhem, the Netherlands, on Friday. 
April 2A, 1 998. at 1 :00 p.m. 

Agenda 

1. Opening 

2. Report of the Board of Management for the fiscal year 
1997 

3. Approval of the 1 997 financial statements of 

Akzo Nobel N.V. and of the dividend: discharge of the 
members of the Board of Management of their 
responsibility for their conduct of the business and 
discharge of the members of the Supervisory Board 
for their supervision 

4. Appointments to the Supervisory Board; 
remuneration of the members 

5. Appointment of F.B. Biaisse as a member of the 
Board of Management 

6. Proposal to authorize the Board of Management to 
issue shares and to restrict or disregard the 
preemptive rights of stockholders 

7. Proposal to authorize the Board of Management to 
acquire shares of the Company on behalf of the 
Company 

B. Discussion on Corporate Governance within the 
Company 

9. Proposal to amend the Articles of Association of 
Akzo Nobel N.V. 

1 0. Any other business 

Re item A: 

F.H. Fen ten er van Vfissmgen, A. EL Cohen, and 
LC. van Wachem are nominated for reappointment 
It is proposed that starting from 1 998, the variable 
component of the remuneration, as approved by stock- 
holders in the Annual Meeting of Stockholders of April 
26, 1 994, be abolished, and the remuneration of each of 
the members of the Supervisory Board be determined at 
NIC 90.000 per annum as of January 1 , 1 998. 

Re item 6: 

This proposal concerns the designation of the Board of 
Management, for a period of eighteen months, as 
authorized: 

a] to issue - and to grant subscription rights to - 
shares up to a maximum of 1 0 percent of toe total 
number of shares outstanding; 

b) to restrict or disregard the preemptive rights allowed 
to stockholders by virtue of toe law in respect of the 
issue of shares or toe granting of subscription rights in 
conformity with (a), but only regarding shares issued 
pursuant to a resolution of the Board of Management 

Re item 7: 

This proposal concerns toe authorization Of the Board of 
Management for a period of eighteen months, within the 
limits of toe law and the Articles of Association, to acquire 
shares In toe Company, through toe stock market or 
otherwise, at a price between par value and the opening 
price at toe day of transaction plus 1 0 percent 

Re item 8: 

The Company's response to the report on Corporate 
Governance in the Netherlands is available for inspection 
at toe Company's office. On request these documents will 
be sent to stockholders free of costs. 


v* L - .... 

L?r.v.V:".rar.;“ 


Re item 9: 

The proposed amendments with explanatory notes are 
available for inspection at the Company’s office. 

On request these documents will be sent to stockholders 
free of costs. 

This agenda, the signed financial statements, and a list of 
personal data on the nominees for the Supervisory Board 
are available for inspection by stockholders at the 
Company’s office, Veiperweg 76, Arnhem, toe Nether- 
lands. Copies of the aforementioned documents are 
available to stockholders free of costs at the Company’s 
office and through the banks mentioned below. 

Stockholders who wish to attend toe meeting or choose to 
be represented at the meeting shall deposit their shares at 
toe Company's office. Veiperweg 76. Arnhem, 
the Netherlands, alternatively at ABN AMRO Bank N;V., 
Herengracht 595, Amsterdam, or through one of the banks 
listed below, before Friday. Aprfi 1 7, 1998, 4:00 p.m. 

A stockholder who chooses to be represented shall also 
give a signed power of attorney - either or not using toe 
bottom portion of the certificate of deposit - whilst the 
proxy shall surrender the certificate of deposit and the 
power of attorney before toe meeting. A separate power 
of attorney duly completed and signed by the stockholder 
may also be presented by toe proxy in the form of a 
foxed message. 

To facilitate prompt verification of the validity of toe 
power of attorney, Akzo Nobel requests the stockholder 
or toe proxy 

• to make available a copy thereof to: 

Akzo Nobel N.V. 

Investor Relations Dept 
P.O. Box 9300 

6800 SB ARNHEM, the Netherlands 
Fax ’“31 26-4424909 
not later than one day ahead of the meeting, 

• or to present the certificate of deposit and the power 
of attorney at least one hour before the meeting at 
the registration desk. 

Banks: 

m the Netherlands: ABN AMRO Bank N.V., 

MeesPierson N.V.. and INC Bank N.V. in Amsterdam, 

F. van Lanschot Bankiers N.V. in ‘s-Hertogenbosch. 
Rabobank Nederland in Utrecht, and their branches; 

In Germany: Deutsche Bank AG and DresdnerBank AG 
in Frankfort a.M., BHF-BANK AG In Berlin, and 
Sal. Oppenheim jr. & Ge. KGaA in Cologne; 

In Belgium: Generate Bank, Paribas Bank Belgie, and 
Kredietbank in Antwerp and Brussels: 

In Luxembourg: Banque Generate du Luxembourg SA In 
toe dty of Luxembourg; 

in the United Kingdom: Barclays Global Securities 
Services and Midland Securities Service in London; 
in France: Lazard Fr&res & Cie and Banque Nationale de 
Paris in Paris; 

in Austria: Creditanstalt AG in Vienna: 
in Switzerland: Credit Suisse First Boston. Schwefeerische 
Bankgesellschaft and Schweizerischer Bankverein in Zurich, 
and their branches, and Pictet & Ge in Geneva. 

The Supervisory Board 

Arnhem, April 1 . 1 998 

Akzo Nobel N.V. 
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BANKING FRANCO-BELGIAN GROUP REMAINS ON TAKEOVER TRAIL DESPITE DECISION NOT TO BID FOR CIC 


Dexia still seeking acquisitions 


By NeH Buckley Fa Brussels 
and Awfrew Jack In Paris 

Dexia, the Franco-Belgian 
banking group, made dear 
yesterday it was still on the 
acquisition trail despite its 
decision not to bid for CIC, 
the French bank. 

The group - formed by the 
ani.mpp of Credit Communal 
de Belgique and Credit Com- 
munal de France - said it 
had signed a preliminary 
agreement to take over the 
pensions division of SMAP. 
Belgium’s leading insurance 
company in the pension and 
life sector. 

Francois Narmon, chair- 
man of D exia 's Belgian arm, 
said the deal was an impor- 


tant step towards creating a 
"bancassurance” business in 
Belgium. Dexia already co- 
operates on insurance 
products with SMAP, a 
mutual insurer owned 
m ainl y by Belgian local 
authorities. 

He added that Dexia was 
in the final stages of talks on 
acquiring a stake in an inter- 
national consulting business 
in the infrastructure financ- 
ing sector. 

That would fit with the 
ambitions of Dexia - a hold- 
ing company of which the 
French and Belgian arms 
each hold 50 per cent - to 
become a leading force in 
public sector and infrastruc- 
ture financing. 


Mr Narmon said Dexia's 
withdrawal from the bidding 
for CIC, the French state- 
owned bank currently being 
privatised, reflected its anal- 
ysis that the synergies were 
insufficient and that the 
acquisition would have 
"weakened our financial pro- 
file”. But this did not mean 
Dexia was not seeking new 
opportunities. 

“We are also looking at 
other acquisitions in 
Europe,” he said. ”1998 will 
be a year of piuwnnB« and 
acquisitions.” 

His comments were echoed 
in Paris by Pierre Richard, 
chairman of Dexia’s French 
arm, who said Dexia was 
now “a group which counts 


in the European banking 
landscape”. With total assets 
of BFr7,528bn ($197bn). it is 
one of Europe’s top 25 banks. 

The comments came as 
Dexia reported a 12.9 per 
cent increase in 1997 net 

Income, from BFrl9.4bn to 
BFr2l.Sbn- It also reported 
an exceptional gain of 
BFrl4.6bn on the sale of its 
stake in Banque Bruxelles 
Lambert, Belgium’s third- 
latest bank, which was 
taken over by ING of the 
Netherlands last December. 

Net banking income rose 
43 per cent, from BFr85-03bn 
to BFr89-2bn, reflecting only 
a modest rise in net interest 
income from BFr65.3bn to 
BFr07J2bn. The rise was lim- 


ited by the fact that reve- 
nues from the sale of Dexia 
Belgium shares by Belgian 
local authorities - which 
previously owned Credit 
Communal de Belgique - 
were used to pay off their 
loans, reducing the bank's 
outstanding c oi a m itO Kn la. 

Non-interest income 
increased 11.5 per cent to 
BFE2L97taEL 

Earnings per share tor the 
Belgian arm increased from 
BFr263B to BFr2S&2, with an 
11.1 per cent increase in the 
dividend proposed, to 
BFrl30. 

Earnings for Dexia France 
rose from FFr433 to FFr48.9. 
with a gross dividend of 
FFr25.95 proposed. 


Go-ahead given to 
MDI restructuring 


By Wary Barnes to Copenhagen 
aid Maggie Uny In London 

A plan to reconstruct 
MD Foods International 
(MDI), the Danish dairy com- 
pany, which has ~ lost 
DKrl.3bn (Sl84m) from 
investments in operations in 
the UK since 1989, was 
approved at a meeting of 
shareholders in Aarhus, Jut- 
land. today. 

The meeting was preceded 
by a stand-off between Dan- 
ish Institutional Investors 
and the controlling owner of 
MDI, the MD Foods agricul- 
tural co-operative. 

The institut ional investors 
- led by insurance company, 
Codan, and pension funds, 
PKA and Komunemes Pen- 
sionsforsikrmg - which put 
op almost half the share cap- 
ital to finance the UK ven- 
ture, yesterday threatened to 
put MDI into receivership 
unless MD Foods gave them 
better terms. 

Under the terms of the 
reconstruction plan, the 
share capital in MDI will be 
written off and MDl’s 
operations transferred to a 
new company wholly-owned 


by MD Foods. MDI itself will 
be liquidated. 

The institutional Investors 
were sweetened today when 
MD Foods offered them an 
option to subscribe to shares 
in the new company within 
the next four years. If the 
-UK operation finally 
becomes profitable, this 
rnaanK that tho instit utional 
investors will have a chance 
to recover some of the 
money. 

Four Danish banks - Den 
Danske Rank, Uni bank, BG 
Bank and Jyske Bank - 
which have financed MDI, 
have also lost heavily from 
the UK venture. The banks 
are owed about DKrl.Sbu. 
MD Foods, which owns 51 
per cent of the share capital 
in MDI, has so far refused to 
honour MDFs bank debts. 

The losses In the UK, 
where MDI has bought up 
dairies to become the third 
largest dairy operator, have 
been sustained In a market 
suffering from excess supply 
of milk and felting prices. 

MD Foods made its first 
foray into UK dairy process- 
ing in 1990 with the acquisi- 
tion of Associated Fresh 


Foods for £92. 4m ($155m). 
Since then it has invested 
heavily, and has plans to 
build a new dairy in Leeds. 

However, In the past cou- 
ple of years it has sustained 
heavy losses in the UK. and 
rumours have circulated 
that the parent company 
would eventually pull out 

The Danes' often-repeated 
determination to stay in the 
UK appears to have main- 
tained the confidence of its 
leading supermarket custom- 
ers, in spite of uncertainty 
over the reconstruction, and 
even allowed it to increase 
market share. 

MD Foods* investment in 
its UK business has 
amounted to substantially 
more thaw fts current value, 
which analysts estimate at 

about ElOQm. 

The dairy industry is in a 
state of flux, with many pre- 
dicting a restructuring of the 
top companies, but little 
happening so far. 

At the same time the raw 
milk price has fallen 
sharply, as sterling has 
risen, and UK dairy farmers 
are suffering severe falls In 
Income. 



Hie fall in the price of milk has Mt profits of UK teby tanners 


Shake-up 
at Credit 
Lyonnais 
brokers 


By Clay Harris, 

Banking Correspondent 


Credit Lyonnais is to 
integrate its UK stockbrok 
tag business, based on Latag 
& Crulckshank. a firm 
fiwmfed after a poker game 


m the 1680s, into a Europe- 
wide structure. 

The shake-up at Credit 
Lyonnais Securities Europe 
will also split the manage- 
ment of equities and deriv- 
atives operations. The vener- 
able names Lalng and 

Cnuckshank will all but dis- 
appear In the change as will 
Chalet Dupont la Paris. 

Michael Kerr-Dineen, chief 
executive of CL Lalng in 
London, has been named 
head of European brokerage 
for CLSE. "The wall has 
come down between the UK 
and Europe within an inte- 
grated management struc- 
ture."' he said yesterday. 

The change was intended 
to enhance the French 
bank's ability to offer pan- 
European services to institu- 
tional and corporate clients. 
It completed a process 
undertaken elsewhere in 
Europe. Domestic clients in 
the UK and France should 
see no disruption, he said. 
The Laing & Crulckshank 
name win be retained in pri- 
vate Client hanking 
The equity derivatives 
operation run by Joel Jeu- 
vell has been separated from 
Mr Kerr-Dineen’s brokerage 
business. He will gain 
responsibility for convertible 
bonds, trading arbitrage and 
strategic equity risk manage- 
ment. The bank said this 
would allow it to reinforce 
its presence In Europe after 
economic and monetary 

uninn and in the US. 

Mr Kerr-Dineen and Mr 
Jeuvell will report to 
Chantal Lanchon, head of 
CL Capital Markets. 

Cholet Dupont and CL 
Laing' will now be called, 
respectively, CLSE France 
and CLSE UK Credit Lyon- 
nais bought a minority stake 
in Cholet Dupont in 1987, 
and full ownership of Alex- 
anders Lalng & Crulckshank 
the wme year. 


TANJONG 

PUBLIC LIMITED COMPANY 

(bmrporaud in England 1926 - Registration No. 210874) 

( Rrjztrtertd as a foreign carnpaty in Malaysia - No. 990903-V) 

NOTICE OF PROPOSED FINAL DIVIDEND AND 
CLOSURE OF BOOKS 

NOTICE IS HEREBY GIVEN thu ■ fins] dividend of I 5.84 mu per share 
{■fto- having taken wsmit of Malayan Income Tax at 28%) in rcspca of 
fte fi na nci al year anted 31 January 1998 Ini bon recommended by the 
Direoon for approval by the mem ben at the Seventy FSm Annual 
General Meeting of the Company. Subject to the foUawfag paragraph, the 
dnridcod, iT approved, will be paid an 14 AngBU V998 to lharaboMen on 
record of the Company at Ihc dose oT business on 17 July 1 998. 

Any employee of lbs Company wbo has exercised, or wiibes to enreiae, the 
‘ option lomincribo for shares in the Company granted to such employee 
muter the Company'! Employees' Share Option Scheme should note that 
an emplojrre ra erosips such an option b not entitled to aqy dividend 
which relates to a financial year that precedes the dole of the employee's 
orercbe of option. 

The Register of Members of the Company rain be dosed from 1 8 July 1 991 
to 25 July 1998 (both dat e s indoshc) Tor the purpose of determining 
shareholders' entitlement to the dividend. 

Regbtrabk transfers received by the CbMpmy'b Breach Regbtran la 
Malaysia, Signet A Go. Sda BU, at llth Hoar. Tow Block, 
Areanhaamt. Man Serf ten U-afl, 50259 Kmda Lnapar, Mrfaysia, h the 
Compan*! Principal ReghCran b iter (Jetted Kfatflan, IRC pic, at BaHbor 
Haaaa,_ 3 MV 39 >Hlgb Rut, Utbrd, Eater IGI lNQ.Eagl»d.q> to the close 
of busmen at S.QO p.ra. on 17 July 1998 aria be registered before 
entukmena to the dividend are determined. 

FURTHER NOTICE IS HEREBY GIVEN that the Malaysian Central 
Deposftmy Sdn. Bbd. shall not be accepting any requests for deposit 
M /or withdrawal oT shares comm enci ng 12.30 pju. on IS July 1998 until 
12.29 pju.au 17 July 1 998. A Depositor shall qualify for entitlement oojy 
m respect ofi 


0) 

Jar) 

(Hi) 

<iv) 


(*) 


Shares deposited into the Depositor's Securities Account before 

12.30 pju. on 15 July 1998; 

Shares not withdraws from the Depositor's Securities Account as 
at 12^9 pjn. On 15 July 1998; 

Shares transferred Into the Depositor's Securities Account before 

12.30 p.m. on 17 July 1998 in respect of ordinary transfers; 
Shares transferred into the Depositor's Securities Account mi or 
before 3.00 pju. on 17 July 1998 la respect of express transfers; 
and 

Stares bought on the Kuala Lumpur Stock Exchange on a cum 
nirtkment bona according to the Rules of the Kuala Lumpur 


Stock Rfha-wy - 
By Order of the Board 
SmagamyRjuuasamr 

Secretary 
I April 1998 

1 7th Floor MeuaimBm 
Jalan Raja Chilian 
50200 Koala Lumpur 
Malaysia 


JUPITER TYNDALL GLOBAL FUND, SICAV 

Rsghdsmd Offieau Uirereibawg, IS, rus Goethe 
na Luxembourg B34 03 

DIVIDEND NOTICE 

Thu Directors resolved to pay a dividend ol 2 penes per share to 
sharatoUara ol the High Yield PortfoSo on record on 31 March 1988 
with an ex-dividend date of 1 April 1998 and a payment date of 
6 Apsfl 1996. 

By order or the Board 


Amethyst Funding 
C orpa ta MoB 
USD2MMMKOOO 
Stenctd Amards l ag Buatfag 
Rate Notes due 2003 
For the intern pened lu April, 1998 to 
1st Msy 1998 die Notes wiD any I Rile 
of UaaetSSSJS^ per ram. Itettpoa 
Amount per enpMl USD IJKOJUUdNote 
•ill he USD 4.9njg paymbte eg 
tnMqr.l'HS. 
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Please amtacf 

Mel.mio Miles oti 
lei; +440171 873 8840 
Fax: L 44 0171 878 80<,4 


r PUTNAM INTERNATIONAL FUND 

SICAV 

11, rue AMrlngan, L-111B Luxembourg 
RLC. Luxembourg B 11.187 

notice of Harm 

Notice to hereby glwan that Hn Annual General M inti ng of SharehoUeis 
wS be heW at the registered office of the Company on 20 April 1998 at 
a00 pm write the fofiowfng agenda: 

AGORA 

1. PreaereaSon of the reports of the Board of Directors and of the Auditor. 

2. Approval of the balance sheet and profit and loss accrual as of 
31 December 1998. 

3. Discharge of the Dlrectois far the Iscal period ended 31 December 1996. 

4. Ratification of the co-option of Mr Msrie-Frangois Lhote de Ssiancy 
as a Director In replacement of Mr Jean-Paid Thomas, who has 
resigned. 

5. Ra-etecBon of Messrs John. R. Veranl. TtfwNko Watanabe. Thomas 
M. Turpin, John C. Tatanian, Steven SpiegeL Alfred F. Brausch and 
Marie- Frangote Lhote de Selancy as Directors lor the ensuing year. 

8. Any other business which may be properly brought before the 
Meeting. * 

The shareholders are advised that no quorum is required tor the Items 
of the agenda and that the decisions wll be taken at the simple major- 
ity °f th® shares present or represented at the Meeting. Each share Is 
endued to one vote. A shareholder may act at any Meeting by proxy. 
By order of the Board of Directors 


C.P. POKPHAND CO. LTD. 

flncorpcnmd in Btnaudtunsh UmUtd Ua/HUry) 

US$150,000,000 
Floating Rate Notes 
due March 1999 

In accordance with the provisions of the Floating 
Rale Notes, notice is hereby given that for the period 
from 30/3/98 to 30/9/98 the Notes will carry an 
Interest Rate of 6.65% per annum calculated on a 
principal amount of: 

USS16, 994.44 per Note of US$500,000 

Standard Chartered 

Standard Chartered Bank 
As Reference Agent 


To Advertise in 
the Business 
Opportunities 
Section 


Please call Marlon Wedderbum 
on +44 0171 873 4874 


Ex-UBS chief 
to join private 
Geneva bank 


Renaud de Planta, former 
chief executive of UBS In 
Hong Kong, is joining Pictet 
& Cie, Geneva’s biggest pri- 
vate bank, where he will be 
the youngest of eight part- 
ners w ith u nlimited liability, 
writes william Haij in Zur- 
ich. 

It is highly linmfl tpl for 
Switzerland's private banks 
to recruit new partners from 
outside not only their femOy 
but also the company. 

Mr de Planta Is joining 
Pictet along with Jean-Fran- 
oois Demole, who is the son 
of a former partner of Pictet 
and nephew of a current . 
partner. 

They are Pictet’s first new 
partners since the 
shortrllved appointment of 
Fabien Pictet, who quit the 
bank last autumn. 

Mr de Planta was consid- 
ered one of the rising stars 


at UBS prior to the 
announcement of its merger 
with Swiss Bank Corpora- 
tion. He had been named 
head of equity derivatives 
for . the enlarged Warburg 
DiHan Read. 

There has been unrest in 
UBS m a na gement because 
most senior jobs have gone 
to SBC personneL 

Ulrich Grete, head of 
resources at UBS, and Anton 
Affentranger, head of com- 
mercial and institutional 
banking, have already 
announced they are leaving 
BBS's Zorich headquarters. 

Following the payment of 
UBS’s annual annual 
bonuses in Switzerland, 
Swiss private banks have 
reported a surge in Job appli- 
cations from UBS staff, 
many of whom have also 
been offered jobs in the 
enlarged UBS group. 


NEWS DIGEST 
Ai^NEs _ ^ 

BA takes 100% of 
German operation 

British Airways has bacomo the 100 p* cent owner of 
Deutsche BA. to German operation. The Deutxcfte BA tatting 
company strid yesterday B was taking ow the 19 per cm 
holding held by CommenDenk and foe IB per cam stake h*t 
by BS-KapftalbeterilgungsgeseSechafi. a financial mvaetmaru 

group. Deutsche BA said the purchases Nghnghted ft* Impor- 
tance to BA's European strategy. Rata* 1 Atidne. Bonn • 

CHEMICALS _ 

Veba sells Contensio unit 

The chemicals subsidiary of Veba. the OassaJctorf^aeaed con- 
glomerate, yesterday announced it had add operator* wtth 
sales of DMl.05bn (SS68mJ to the petroleum and chametfa 
division of BWE. Its Esson -based rival, for between OMSQOm 
and DMGOOm. The sale of Contensio Chemical* is pert of a 
long-running restructuring programme at HUis, the Veba sub- 
sidiary, which is being merged with Degussa, the Frankfort- 
based chemicals group. Volktoert Bade, Hite management 
board member, said the divisions aokS would only have 
reached market leading positions in a reasonable tbna. "if we 
had spent an inordinate amount of money". RWE sold the 
deal - which is subject to approval by competition authorities 
- would strengthen core activities and increase the annual 
sales of RWE-DEA Chemicals to DM4.Sbn. The businesses • 
affected include solvents, detergent raw materials and prod- 
ucts used in foods such as jetiy babies. Ralph Atkina 

THYSSEN AND KRUPP 

Merger effective by September 

Thyssen and Krupp, the German engineering groups, have 
announced they expect the groups' planned merger to be 
completed formafly on March 1, 1999 but take effect from the 
end of September this year. In a latter to employees, the 
groups said an application for approval by European competi- 
tion authorities had been lodged yesterday. The extraordlmy 
shareholders’ meetings are expected at the beginning of 
December. The combined Thyiuen Krupp group witi have a 
turnover of about DM70bn <$38bn). ranking it among Ger- 
many's biggest companies. The administrative centra wU be 
in DOssekforf. Thyssen and Krupp said the tax consequences 
of the merger should be “significantly tower" than some 
observers expect. Ralph Atkins 


HOUSEHOLD APPLIANCES 


Electrolux eyes Russia base 

Bectrolux of Sweden, the world's largest supplier of house- 
hold appliances, said yesterday it was considering the feasi- 
bility of establishing a production basq in Russia. 

The company said the rapid growth of the Russian white 
goods market would make It necessary ^sooner or later” tor 
Bectrolux to start manufacturing h the country. Fotice Ham- 
martind, a senior Electrolux official, said the company had 
been In contact wfth several Russian producers but talka had 
not progressed beyond a preliminary stage. Electrolux's Rus- 
sian sales doubled lest year to almost SKrlbn (SI 25m], com- 
pared with group turnover of SKrfilbn in Europe, 

Greg Mofvor, Stockholm 


PHARMACEUTICALS 
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Pliva advances 31.8% 

Ptlva of Croatia, the largest pharmaceuticals group in central 
and east Europe, Increased its net profits last year by 31.8 
per cent to B04m kunas ($93 m). Turnover rose 23 per cent to 
2.85bn kunas helped by a big increase in exports including a 
Jump of 121 per cent In sales in Russia The Croatian govern- 
ment is expected to press ahead shortly with the sale of a 
stake of up to 14.16 per cent In Pliva in an international sec- 
ondary share offering. The share sale could be expanded to 
Include a small part of the 1G.98 per cent stake held by the 
European Bank for Reconstruction and Development Merrill 
Lynch and Dalwa Europe are joint global co-ordinators for the 
share offering. 

Exports, which rose by 37.9 per cent last year accounted 
for 51.9 per cent of group turnover compared with 46.5 per 
cent a year earlier. Mr Zdjko Covic, PRva chief executive, said 
that the group had increased its holding In Polfa Krakow, the 
Polish drugs company to 77.7 per cent 
Kevin Done, East Europe Correspondent 


STEEL 


SSAB to redeem shares 

SSAB, th e Swe dish steel group, yesterday confirmed plans for 
a SKr3bn ($375m) share redemption and a SKr4bn capital 
expenditure programme to develop its mill operations, ft said 
the share redemption would be funded from net cash 
reserves of around SKr3bn, adding that it woudd rety on bor- 
rowings for its investment programme. Details are expected 
later this month. Tim Burt, Stockholm 
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Over 24,000 Investment professionals from 63 countries have passed three 
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y ^Stoning- The CFA chartertK,Iden>- tireless pureuit of knowledge ensures 
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Deere close to buying Powerscreen arm 


COMMENT 


By Robert Wrigm 

Powerscreen International, 
uu* Northern Irish engineer 
JJPf 1 " close to selling its 
Mathru subsidiary to the US 
agricultural machinery 
Maker John Deere. 

John Deere is thought to 
have signed a letter of intent 
to buy Matbro, which makes 
specialist tractors. But it is 
delaying a final decision 
until after April 9. by which 
time it should have seen a 


report by KPMG, Power- 
screen's auditors, into the 
accounting problems. 

Powerscreen announced 
on January 27 it was fairing 
a £46. 7m ($78m) provision for 
losses at Matbro for the year 
to March 31 1998. John Deere 
was a likely buyer for Mat- 
bro because Matbro manu- 
factured John Deere 
Tnat»hiwaff under licence. 

The sale plans come amid 
c laim s from a Powerscreen 
competitor that the mispric- 


ing which partly caused Mat- 
tiro's problems -may also 
have affected other parts of 
the group. 

Stephen Sly, a solicitor at 
Russell & Creswick, Shef- 
field, said he had been 
retained by Bxtec Screens 
and Crushers, one of Power- 
screen's competitors, to 
CTarntne allegations of anti- 
competitive pricing which 
might have affected Extec. 
Extec competes only against 
the stone screening and 


crushing divisions of Power- 
screen, where Powerscreen 
has so far insisted there was 
no mispricing. 

ff machines were deliber- 
ately sold at uneconomic 
prices to gain market share, 
it might be the kind of 
behaviour which has previ- 
ously been held by the Office 
of Fair Trading to be anti- 
competitive. 

Powerscreen dominates 
the stone screening and 
crushing market 


Extec's suspicions back up 
claims by a former senior 
member of Powerscreen staff 
that Pegs on, which makes 
stone crushing machinery, 
sold machines below adver- 
tised prices. The alleged mis- 
pricing would be similar to 
the kind which Powerscreen 
has admitted occurred at 
Matbro. 

Powerscreen would say 
only that allegations of 
wider mispricing would be 
examined in KPMG's report 


More's move from grotty business to hot property 

Andrew Edgecliffe-Johnson on the £475m bid battle for an automated public convenience group 

W hen Coline McCon- \rv: 

vtlle. a management r 7 '• ' - 

consultant at 


W hen Coline McCon- 
vllle, a management 
consultant at 
McKinsey. was called two 
years ago about a job as 
development director of the 
More Group, the outdoor 
advertising company, she 
immediately said “no" and 
put the telephone down. 

Automatic public conve- 
niences. roadside poster sites 
and illuminated bus shelters 
do not look that exciting at 
first glance: but this week, 
however, More has found 
itself a hot property at the 
centre of what promises to 
be a fierce bid battle. 

Having agreed a £44Gm 
takeover by Clear Channel, a 
US media group, Mare heard 
on Friday that Its arch-rival, 
Decaux of France, was plan- 
ning a £475m offer. 

Decaux's bid surprised 
analysts who assumed that 
its position as More’s only 
real challenger in the UK 
street furniture market 
would rule out any combina- 
tion on competition grounds. 

Predictions that Clear 
Channel may return with a 
.ret higher bid for a company 
which made £2&Sm pre-tax 
profit last year have left 
other observers wondering 
why this company holds 
such appeal. 

Mrs McConville, who had 
a change of heart about the 
headhunter's proposal and 
took the More Group job, 
says the simple answer is 
that what was once “a grotty 
business” is now a serious, 
growing advertising market. 

Outdoor advertising is 
now worth $i8bn (£30.7bn) a 
year, and has 6 per cent 
share of the world display 
advertising market. It is 
dwarfed by print, television 
and radio advertising, but is 
growing faster than most 
other forms of advertising, 
particularly in bus shelters 
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and automatic public conve- 
niences - street furniture in 
the jargon. 

It is also one of the rare 
industries where the US 
remains an emerging mar- 
ket Outdoor advertising has 
a 12 per cent market share in 
France and 5 per cent in the 
UK, hut it claims just VA per 
cent of the advertising spend 
in the US. 

The US has the added 
appeal of being a highly frag- 
mented market, where the 
top five companies control 
less than half of the market. 

Clear Channel and Decaux 
have bath, decided that they 
can only attack the US mar- 
ket if they are big enough to 
fund investment In new 
products and bids for large 
contracts. 

The industry’s other big 
change has been an invasion 
of professional management 
Decaux and the German 
group Wall remain family- 


controDedL But More's chief 
executive, Roger Parry, 
trained at McKinsey and is 
married to one of the consul- 
tancy’s partners, while Ron 
Zeghibe of the UK poster 
group Maiden and Lowry 
Mays of Clear Channel are 
both Harvard Business 
School graduates. 

Jean- Francois Decaux’s 
father, Jean-Qaude. started 
off 36 years ago by designing 
a bus shelter and driving it 
around France on the back 
of a track to show to local 
councils. “Right now, it’s 
basically my father, my 
brother and myself," Mr 
Decaux said yesterday, but 
the family recognises that it 


ture market if they com- 
bined, with almost every 
local authority contract in 
the country. 

Decaux, by contrast, 
believes that the Office of 
Fair Trading should look at 
the entire outdoor advertis- 
ing market — including bill- 
boards, buses and trains — 
where More has a 21 per cent 
share and Decaux 3 per cent 

Mr Decaux says street fur- 
niture is “like the fanufo cir- 
cuit, with a group of big 
players going from one city 
to another pitching for con- 
tracts.” 

Many analysts disagree 
with Decaux’s claim that the 
street furniture market is a 


needs more international -genuine hotbed- of competi- 


Decarax and Mare diverge 
on the question of competi- 
tion. The British group 
points to the feet that the 
pair would control 88 per 
cent of the UK street furni- 


tion. While Wall and US 
groups such as OSI and TD1 
may turn out for large city 
contracts such as New York, 
Sydney and Edinburgh, they 
have made minimal impact 
in local authority tenders. 


CU plans to set up in Russia 


By Christopher Adams 

Commercial Union, the 
composite insurer which 
plans to mage with General 
Accident, Is to enter the Rus- 
sian insurance market 

It is expected to announce 
plans shortly for a Moscow- 
based life assurance opera- 
tion that would build cm the 
group's presence in eastern 
Europe. 

Few foreign insurers have 
established a significant 
presence in Russia, where 
insurance spending is low 


but demand for life and 
savings products Is rising. 

Political and legislative 
uncertainty that followed 
the collapse of the former 
Soviet Union has deterred 
many potential Investors as 
have restrictions on foreign 
ownership of domestic com- 
panies. Those that have 
invested in Russia include 
Allianz of Germany and AIG, 
the leading US-based inter- 
national insurer. 

Edinburgh-based Scottish 
Provident, the mutually 
owned life assurer, has inter- 


ests in Russia. It set up a 
joint venture with Employ- 
ers Re of the US, the Inde- 
pendent Trade Union of Rus- 
sian Servicemen and the 
European Bank for Recon- 
struction and Development 
three years ago. 

CU has a fast-growing 
business in Poland and set 
up in the Czech Republic 
last year. The Russian life 
operation will be modelled 
along lines similar to the 
Polish business. CU 
increased animal sales in 
Poland last year by 51 per 


cent to £57m, has more than 
650,000 policies on its books, 
and a 40 per cent market 
share of individual life busi- 
ness. 

CU is likely to distribute 
products in Russia through a 
tied saiesforce. Investment 
in the business is likely to be 
amaii initially, as it was in 
Poland. It has been talking 
to passible partners for more 
than a year. 

It is also considering 
expanding elsewhere in east- 
ern Europe and the former 
Soviet Union. 


One analyst described the 
UK market as a cartel and 
dismissed Decaux’s claims as 
“a French farce". 

The conspiracy theorists 
believe that Decaux’s bid is a 
clever way to force Clear 
Channel to overpay and to 
get a look at its rival's plans. 

The OFT is mare likely to 
be swayed by what the local 
councils have to say. 
Decaux's arguments were 
supported by Peter Spalding, 
a former mayor of Croydon, 
who welcomed the prospect 
of a more coordinated prod- 
uct range. 

Roger Banks, the public 
transport engineer for Ports- 
mouth council, said he 
would be concerned to see 
the two companies link, 
however “The fact that 
More and Decaux have been 
challenging for the same 
market does keep prices 
down and ensures local 
authorities get a good deaL 
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British Midland 
soars to £17m 


Four operators 
in bid for MTL 


By NBcbaai Skaptater 

Investment in its business 
class service helped British 
Midland almost triple pre-tax 
profits from £6.lxn to £l7^tm 
l$28L9m) last year. 

The airline, which is 40 
per cent owned by Scandina- 
vian Airlines System, said 
its outcome bad also been 
buoyed by the three-day 
British Airways strike last 

summer. The additional pas- 
sengers had added £3m to 
profits, said Sir Michael 
Bishop, chairman. 

Investment in the airline’s 
business doss' had increased 
revenues and yields, the 
amount charged per passen- 
ger per mile. Turnover for 
J997 increased by 11 per cent 
to fissjto. 

The number of passengers 
earned grew by 7 per cent to 
5u7m. . ' 

The load factor, or aircraft 
scat occupancy, was 65.4 per 


cent, compared with 63J2 per 
cent in 1996. 

Sir Michael said British 
Midland bad withstood com- 
petition from new low cost 
carriers. 

The airline bad wan busi- 
ness from Richard Branson’s 
Virgin Express, which had 
taken over flights between 
LmiteH and Brussels previ- 
ously operated by Sabena of. 

Wrigimn. 

Competition in the low 
cost sector increased yester- 
day when British Airways 
confirmed that Go, its new 
ao-friUs carrier, would fly 
from London's Stansted air- 
port to Rome, Milan and 
Unlike BasyJet 
and Virgin, Sir Michael said 
British Midland had no 
objection to the establish- 
ment of Go. Barbara Cas- 
sani. Go’s chief executive, 
said fares on all three routes 
would be £100 return, includ- 
ing taxes. 


By Jonathan Ford 

Four of the UK’s largest 
public transport operators 
are understood to have 
joined the bidding for MTL, 
the Merseyside bus and train 
company pud: up for sale in 
February alts' shelving its 
-plans to flo at on the London 
Stock ifa fa wg o 

The company, which set a 
deadline of last week for 
indicative offers, is under- 
stood to have received pro- 
posals from Stagecoach, 
FirstGronp, Arriva and 
Go-Ahead. 

NTH* is evaluating the bids 
with its advisers, SBC War- 
burg and KPMG. and a deal 
is not expected before the 
end of this month. 

Stagecoach and Go-Ahead 
are both thought to have 
made offers to buy the 
entire company for about 
£100m ($16700. 

MTL is also understood to 


be looking at proposals that 
would involve selling the 
business In parts. Fir- 
stGroup is thought to be 
intprpstoi only in acquiring 
MTL’s London bus opera- 
. tian. Arriva is also believed 
to be looking at buying just 
parts of the business. 

Peter Coombes, MTL 
dwirman, is determined to 
realise fhp rnavimnm value 
for its 2JS00 employee share- 
holders and Is reported to be 
prepared to withdraw the 
business from sale unless a 
high offer is received. 

Analysts Had pencilled in 
a flotation value of around 
£L50m for the company. But 
this would have involved it 
having to raise fresh capital 
to repay its £40m of defat 

However, even after 
adjusting for the debt the 
indicative bids received are 
still lower than the value 
expected for the company 
had it floated. 
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There has been scepticism 
that Matbro, which had turn- 
over of £6&2m in 1996. could 
alone have run up lasses of 
£46. 7m in the first nine 
mnrithfi of the 1997 financial 
year. 

Powerscreen would not 
comment on plans to sell 
Matbro. John Deere said 
only: “It has been Deere’s 
policy in the past to inform 
the media in a timely man- 
ner, once an agreement has 
been concluded." 


McAlpine 
prepared 
for US 
disposals 

By Jonathan Gottuie 


Alfred McAlpine, the 
construction company, said 
yesterday it was prepared to 
sell its US dvfl engineering 
and construction operations. 

Oliver Whitehead, chief 
executive, said: “There is no 
for sale* sign hanging up 
over the companies, but it is 
no secret they are not part of 
the long-term plan." He said 
McAlpine had been 
approached by potential buy- 
ers for the businesses, which 
have net assets of £6 8m 
(6114m). 

The news highlights the 

digiThig i nnmwn t of some UK 

building industry companies 
with the highly competitive 
US market Last week Cara- 
don said it would sell its 
underperforming US doors 
and windows businesses. A 
week earlier, John Laing , 
announced it would move its 
US housebuilding interests 
to a joint venture company 
as a prelude to flotation. 

Operating profits from the 
two subsidiaries, Blythe 
Construction and Becker 
fifinerals, slid from £3. 67m to 
£L85m in 1997 on a £2Blm 
fall in turnover to £9&8m. 
Their operating marg in fan 
to 2J) per cent 

The decline followed 
tougher competition in 
North Carolina. Blythe's 
home territory. Mr White- 
head said state plans to 
spend $L7bn cm Infrastruc- 
ture in 1998 “attracted lots of 
out-of-state contractors and 
prices fell 20 per cent" 

The strength of UK house- 
building allowed McAlpine 
to shrug off poor US results 
and mare than double pre- 
tax profits to £ 20 - 8 m. 


GEC/Finmeccanica 


After a nine month gestation, 

the first defence joint ven- ' 

ture between the UK’s Gen- 

eral Electric Company and F ^ A *' SaraWBX 

Italy's Finmeccanica is ready , 

tjo pop. The signs are it is not 1]0 _JI 

a beauty, but has promise. rl 

Maintaining two separate | . 

companies - one for British f y |V 

assets, the other for Italian - w 

looks defensive and will not it W p , f 

ease the task of exploiting oq JJLj 

available savings and boost- • Py 

ing revenues. And while hav- n p 1 

mg a GEC-Marconi man, 1 

Peter Brown, as chief execu- it 

five should bring a keen eye ins 94 bs as 97 38 
to the cost base, hints of a aww— i m> 

Bugging' turn rotation sys- 
tem at the top are discouraging. GEC should move fast 
towards g a ini n g full control of the joint venture. Fortu- 
nately. the history of earlier joint ventures between the two 
companies, and the Italian government's desire to raise 
finance through privatisations, suggest this may be possible. 

Despite these shortcomings - perhaps inevitable given 
questions of prestige and national security - this alliance 
does offer GEC improved access to the Italian market. And 
in time it could form the kernel of a wider European mis- 
siles alliance. The logical start would be with Matra/BAe 
Dynamics. That might force Aerospatiale and Thomson-CSF 
to the table at a later date. 


Monetary policy 

The Bank of England’s monetary policy committee meeting 
next week needs to decide not just what to do with interest 
rates but how to convey its thinking. A big weakness at 
present is that its minutes are published six weeks after 
each monthly meeting. That means they are always one 
meeting out of date. When the committee's thinking is 
shifting, the markets and public can be seriously misled. A 
particularly absurd example occurred after February’s meet- 
ing. Mervyn King, the Bank's chief economist, bad just been 
converted to the view that rates needed to rise but was not 
allowed to say so - even when questioned by the Commons 
Treasury Select Committee. 

Why then does the committee stick to its six-week delay? 
One reason is tradition: this is what happened in the old 
days of fixe Ken and Eddie show and is also the US Federal 
Reserve's practice. Another is fear that up-to-date minutra 
will attract more scrutiny. Does the committee not realise 
that its huge power must be balanced by greater account- 
ability? 

US consumer group 
worry on Texas bid 


By Andrew Taylor 

One of the largest 
consumers organisations in 
the US has expressed con- 
cern about Texas Utilities' 
£4.45bn ($7.43bn) bid for 
Energy Group in a letter to 
Offer, the UK electricity 
industry regulator. 

Jane Briesmeister, senior 
policy analyst at the 
Southwest Regional Office of 
Consumers Union said she 
believed the bid should be 
referred for investigation by 
the Monopolies and Mergers 


Commission. 

The Consumers Union let- 
ter to Offer, signed by Ms 
Briesmeister, described the 
offer as “like a rattlesnake 
trying to swallow an arma- 
dillo - possible but not 
easy." 

It said: The acquisition 
raises serious questions 
about the ability of regula- 
tors in Texas and Britain to 
protect customers of regu- 
lated utility services from 
adverse consequences that 
could result from this invest- 
ment" 


ISTITUTO MOBELIARE ITAUANO S.p.A. 

Headquarters: Viale deD’Ane, 25 Rome, ITALY 

Paid-up Share Capital: LT 3 ,000,000.00X000 - Inscribed in toe Company Register in Rome no. 10945/91 (Tribunal of 
Rome) - Inscribed in toe Registry of Banks and Parent Company o I toe IMI Group - Inscribed in toe Regis&y of 
Banking Gronpa - Member of toe Interbank Deposit Protect! on Fnnd -1h« Code no. 00448420588; VAT na 00896201 001 

CONVOCATION OF THE SHAREHOLDERS’ GENERAL MEETING 

The Ordinary Annual General Meeting of the Sharebolden of Istituto MobiKme Itatiano S.p.A. is 
convened, for the first call, for Wednesday, 29 April 1 998, ai the hour of W)0 am, and. if necessary, for the 
second call, for Thursday, 30 April 1998, at the hour of 11:30 am, in Rome an the Company's 
Headquarter, Viale dell' Arte, 25 (EUR), to discuss and resolve the following: 

AGENDA 

1. Approval of the Financial Statements far the year ended December 31. 1997. the reports of the 
Board of Directors and the Board of Statutory Auditors, the distribution of Net Profit, and 
distribution of reserves, resolutions related to the above; Consolidated Financial Statements of 
the IMI Group at December 31, 1997. 

2. Determination of the number of members of the Board of Directors. 

3. Determination of the compensation for the Board members, including emoluments for attending 
the Board and Executive Committee meetings as well as the amount of per diem. 

4. Nomination of members to the Board of Directors. 

Since the election of the Board of Directors win ntiHse slate voting, as per Article 14 of the By-Laws, the 
outgoing Board of Directors and shareholders, representing at least one percent of the shares having die 
right to vote, will be able to present slates. They most present the slates according to the modalities pro- 
vided under the above-mentioned article of the By-Laws, at least 20 and 10 days before the date fixed for 
the Meeting, r espe c t i vely, by depositing them at the Company's Headquarters and publishing them in the 
printed press. 

Shareholders desirous of participating in the Annual General Meeting must deposit their Ordinary Shares 
at least five (5) days before (be date of the Meeting at the headquarters of IMI S.pA. in Rome, 
Viale deD’Arle 25, or with one of the following designated institutions: 

Banca Commeroale Italian*. Crhmto Idujano, Banca Nazwnale del Lavcko. Casiplo - Cassa di 
R zsnutMio delle Pkovincie Lombarde, bmruTo Bancarjo S. Paolo di Torino, Banca Monte dh 
Paschi di Siena, Banco di Napoli, Banca ra Roma, Banca Cassa di Risnututo n Torino, Rolo Banca 
1473, Banca Rdeuram. Banque Paribas, - Filiale di wlano. Morgan Guaranty Trust Company Of 
New York, as well as Monte Trrou (for the shares administered by if). 

The documentation and the related reports relating to the first potm on the Agenda trill be available 
noting from April 10 anil the dale of the Shareholders’ Annual General Meeting at the Company 
Headquarters and the mem offices of the designated institutions, with reference to Banqne Paribas, the 
documentation and the related reports will be available exclusively at the Milan Branch Office. 

The pro p osals formulated by the Board of Directors relating to Points 1, 2. 3 and the HJusnative reports 
relating to Points 2 and 3 of the Agenda, will be available as stated above starting from March 28 until the 
date of the Shareholders’ Annual General Meeting. Regarding Point 4 of die Agenda, the slate for the 
appointment of members to the Board of Directors (deposited and published accenting to terms set out in 
the By-Laws) wjQ be made available in a timely fashion in the same mannec 

Die proxy ballots to exercise the right to vote by anrcspondence (and the related doemnenfatkm) will be 
made available to the Sharebolden starting from March 28 at the Company Headquarters, at the mam 
offices of the above-mentioned designated institutions (for Banqne Paribas only at the Milan Branch 
Office) and every branch or sub-branch office of the same as well as at cvety member of the MbmeTitoIi 
system where the Shareholder intends to vote by correspondence and has trade a timely request. 

The proxy ballots and the admission tickets to the Annual General Meeting nrast be presented or 
delivered to the Secretariat far Statutory Affairs of IMI &pA - Vale ddT Arte, 25 00144 Rome, 
Italy, by April 27, 1998. 

Board of Directors 

77kr Office of Investor Relations (Tel: J9-6-55S9 3379, Fat: 39-6-5959 3550) and the 
Secretarial for Statutory Affairs (Tel: 39-6-5959 3666 5959 3925. Fax : 39-&5959 3031 ) are 
mailable for further clarification or information. 
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INTERNATIONAL CAPITAL MARKE TS 


German bunds lead Europe lower 


* 


fmk 


Markets drifted lower 
yesterday, lacking any inspi- 
ration from domestic data, 
as investors awaited the key 
news of the week - Friday’s 
05 jobs figures. 

Turnover in both the cash 

and futures markets was rel- 
atively light, with an auction 
of long-dated stock in Ger- 
many absorbing liquidity. 

The US Federal Reserve’s 
decision on Tuesday to leave 
its interest rate regime 
unchanged was seen as a 
positive signal far bonds, but 
European markets were 
upset by speculation that the 
Bundesbank might raise its 
repo rate this week. 

Analysts said it was very 
unlikely the German central 


hank would do SO at this 

da p, althoug h they iter- 
ated the view that it was 
likely to raise rates later in 
the year. 

The Irish central bank, 
meanwhile, appeared to back 
s u gg estions by the governor 
of the Rank of Spain earlier 
in the week that rates 
should not be cut too soon so 
inflation could continue to 
be kept in check. 

With economic growth in 
those countries racing 
ahead, the logical step would 
be to raise rates that are doe 
to bead for European mone- 
tary union purposes. 

“If Emu convergence Is 
stopping them [rate rises], 
the Bundesbank will have to 
inalce one of those rare deci- 
sions to hike rates tor exter- 
nal rather tf*«n domestic rea- 
sons," said David Brown at 
Bear Stearns. 


Ihe speculation unnerved 
the short end of toe GER- 
MAN BUND market and 
dragged other European 
markets down. An auction of 
DM6 5hn of 30-year stock 
aiqn hit the tong end , and 
there was little inspiration 
from US Treasuries, which 
were trading Oat at the 
European close. 

Ite June bund future set- 
tled 0.17 lower in London at 
107.13 while turnover on the 
DTB was active, with 430JJ00 
contracts exchanged. The 
future was trading at 10709 

later, well within the day’s 

trading range. 

Italian. Spanish and 
French bonds also ended 
lower bat held up better 
flum bunds. 

UK GILTS shrugged off a 
purchasing managers' index 
showing some improvement 
in manufac turing conditions 


in Marrfi, with strong 
f irwnfxdir- demand, rising for 
the first time in six months, 
offsetting weaker exports. 

Jonathan LoyneS, at HSBC 
Markets, said while the data 
would "help to keep the mar- 
kets’ nerves on edge in the 
run -op to next week's mone- 
tary meeting, it should not 
be enoug h to prompt a rate 
hike". 

The June future settled ft 

lower at lO&ft, with 65,000 
contracts traded on Liffe, 
and the sjaead over 10-year 
bunds stood at 107 basis 
points. 

US TREASURIES were 
mostly lower on the release 
of new figures on national 
business activity. 

By midday the 30-year 
bond, the benchmark for 
long-term interest rates, had 
fallen ft to 102ft, yielding 
5348 per cent. The two-year 


note was down ft to 99g, 
yielding 5384 per cent and 
the 10-year note was off ft at 
98g, yielding 5362 per cent 

Hie market opened firmer 
but towi fpfi after toe March 
repeat by the Natfrmal Asso- 
ciation of Purchasing Man- 
agement sh owed Stile sign 
+Vm+ Asia had yet dewed US 
economic growth. 

The key KAPM index rose 
to 543 from 533 r ep ort ed in 
February. The prices paid 
component, an important 
indi cator of inflation, was 
down to 44A. 

“The NAPM report was 
stronger than expected, but 
prices were well-behaved," 
Tom O'Connell, senior 
government trader at First 
Chicago Capital Markets. 

Today new figures on 
manufacturers’ orders and 

frniHal rmomp ln y iiH» n t elating 

will be released. 


Uruguay issues 
10-year global 


iffrmiCATO 

By Saner ts fcan d a r 

Borrowers continued to 
focus on the dollar sector 
yesterday, giving investors 
tone to absorb the recent 
heavy supply of sterling 
bonds. 

URUGUAY, a rare bor- 
rower on the international 
markets, launched S250m of 
10-year global bonds. 

After three days of mar- 
keting to build an order 
book, the lead manager. 
ABN Amro, priced the bonds 
yesterday at the wider end of 
the indicated spread range of 
135-140 basis points over US 
Treasuries. 

Last year Uruguay 
launched a 30-year issue at a 
spread of 135 basis points, 
which is now trading 
roughly 50 points wider in 


WORLD BOND PRICES 


the wake of the Asian finan- 
cial crisis. A 10-year deal 
launched two-years ago was 
trading yesterday at a 
spread of 125 points. 

ABN Amro said the deal 
attracted specialised credit- 
sensitive investors, as well 
as European retail buyers. 
Uruguay is one of only three 
South American countries 
with investment grade rat- 
ings (BBB- and Baa3 fro m 
S&P and Moody’s respec- 
tively) alongside Chile and 
Colombia. 

BRITISH GAS issued 
$SOOm of five-year bonds 
with a 6.125 per cent coupon, 
the session's largest deal 

MERRILL LYNCH launch- 
ed its largest transaction to 
date in the D-Mark sector - 
DM750m of 10.75-year bonds. 
The maturity matches those 
of a recent jumbo deal by 
KfW and the first eurode- 
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nominated bund, which is 
due to be launched after 
European monetary union 
Hurt January. 

In recent days, the steep- 
ness of the yield curve has 


spurred investor interest in 
longer-dated D-Mark bonds. 
Merrill Lynch said investors 
were now increasingly will- 
ing to hold bonds with matu- 
rities of mare than 10 years. 


BOND FUTURES AND OPTIONS 
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In the French franc sector, 
LVMH, the luxury goods 
group, issued FFrSOOm of 
equity-linked bonds, whose 
redemption price is linked to 
the level of its shares. 
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State sale 
of Bank 
Austria 
completed 

By Eric Rbj in Vtam 


The privatisation of Bank 
Austria was c om p l eted, yes- 
terday after the sale of 2m 
shares to domestic In v estors 
in Schl.76bn secondary pub- 
lic offering, boosting the 
liquidity of Austrian bank 
shares. 

Dresdner Klein wort Ben- 
son CAIB Investment 
Bank, lead managers, said 
they placed shares at 
SefalO less than 
yesterday’s closing price. 
The offering was several 
times oversubscribed and 
dosed early. 

Retail buyers received 
preferential treatment. The 
shares are entitled to the toll 
1997 dividend. If the new 
owners keep tire shares for 
more than two years, they 
will receive another 5 per 
cent bonus. 

The issue was the last 
tranche from the 11 per cent 
stake originally held by the 
federal government. The 
shares were transferred to 
the state-owned postal hold- 
ing company last year, 
which placed a third with 
institutions and sold the 
remaining 6.6m shares to 
Dresdner KLeinwort Benson 
in February for placement 

Dresdner EB immediately 
sold 4j6m shares to 50 insti- 
tutional investors in 12 dif- 
ferent countries, leaving 2m 
shares far toe Austrian stock 
market, where Rank Austria 
is now the most liquid share. 
The government netted a 
total of Sch7.6bn from the 
Bank Austria sale. 

Bank Austria also said it 
would give full voting rights 
to its p refe re nce shares later 
thic year, bringing in 
line with its other listed 
shares. After yesterday’s 
placement, about 60 per cent 
of Bank Austria shares are 
in free float 
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eurobond 

for Slovakia 


By kbvfci Dom, 

East EWPpfl ConaspooderU 


Hie Slovak government is 
pressing ahead with plans to 
raise $s60m to $lbn in a 
benchmark eurobond issue 
by the early summer. In 
spite of growing concerns 
expressed by the leading 
credit ra tin g agencies. The 
issue will be lead-managed 
by Nomura. 

Slovakia lost its invest- 
ment grade rating from 
Moody's Investors Service 
iif« on Monday and S&P and 
Fitch XBCA said yesterday 
they were following develop- 
ments closely. 

S&P is still rating Slovakia 
at BBB-, the lowest invest- 
ment grade rating, with a 
stable outlook but it said 
yesterday It had concerns 
over “the weakening of the 
country’s external position, 
in the rapid rise in 
short-term external debt and 
the weakness of the banking 


Fitch IBCA warned late 
last year that approval of 
proposed legislation, which 
would weaken the indepen- 
dence of the centra l bank, 
“could be the trigger for a 
downgrade”. 

Spreads on Slovak debt 
have widened sharply in 
recent months, as percep- 
tions of the country risk 
have deteriorated, opening a 
wide pricing gap between 
Slovakia and the fast-track 
reform countries of the 
region, such as Hungary and 
Poland. 

The present benchmark 
Slovak eurobond, the 
government-guaranteed 10- 
year issued by Vodohospo- 
darska Vystavba. the water 
utility, at the end of 1996 at 
IIS basis points more than 
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US Treasuries, is. currently - 
trading at 380 bash; paints 
over Treasuries, 

By contrast - Hungary 
issued a five-year, gMom 
eurobond on Monday priced 
at only 81 basts points over 
US Treasury notes. 

Investors' growing con- 
cerns over Slovakia ware 
confirmed when Moody's 
downgraded it from toe 
investment grade Bias, the 
equivalent of BBB-. to spec- 
ulative grade Bax at the 
beginning of the weak. 

Moody's said the down- 
grade was based on Urn con- 
sistently high budget and 
current account deficits in 
Slovakia, which had been 
financed increasingly by 
short-term, foreign borrow- 
tag. 

The Slovak central bank 
has been forced to impose 
high real interest rates, toad 
the increasing burden or ser- 
vicing domestic debt has 
forced Slovak companies and 
banks to finance their 
operations and investment 
needs abroad. 

Moody’s said toe country's 
good record on GDP growth, 
investment and Industrial 
output came from “high lev- 
els of public spending and 
rapidly growing short-term . 
foreign currency debt”. 

The agency warned that 
"pressure will grow during 
1998 for a devaluation, which 
would increase debt and the 
debt servicing burden and 
could lead to difficulties hi 
private sector defat pay- 
ments". 

It said the country’s eco- 
nomic competitiveness had 
been hit by rising unit 
labour costs, an appreciating 
currency (versus the Cxech 
koruna and D-Mark), and 
insider privatisation. 
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CURRENCIES & MONEY 


Tokyo officials hold dollar back 


REPORT 
By Stan» Kaper 

Threats of intervention from 
Tokyo halted the dollars 
rise yesterday. 

The yen firmed marginally 
on the first day of Japan’s 
Big Bang of financial deregu- 
lation. closing in London at 
Y3312 to the dollar. It man- 
aged to buck a 1.78 per cent 
fall in the Nikkei share aver- 
age, with which it normally 
moves in tandem. 

Hikaru Matsnnoga, 
Japan’s finance minister, 
said: “The yen’s fell is unfa- 
vourable. We will continue 
to monitor market develop- 
ments and respond in a 
timely and appropriate man- 
ner." He added: “If things 
continue as they are, there 
may be criticism from 
abroad of Japan's external 
surpluses.” 

Eisuke Sakakibara, the 
senior financ e minist ry offi- 
cial known as “Mr Yen", was 
quoted as saying: “We are 


strongly concerned about 
the continuing weak yen 
trend. We are keeping in 
contact with the US on this 
Issue. - The yen’s fall . below 
Yi38 to the dollar was 
‘■excessive”. The Group of 
Sevan industrialised nations 
would discuss exchange 
rates at its meeting next 
month, he added. 

However, Maseru Hayami, 
governor of the Bank of 
Japan, undermined his col- 
leagues' implicit threats of 
intervention. He indicated 
that Japan's rising current 
account surplus and its 
nearly $l,000bn of foreign 
assets argued for a stronger 
yen. However, he akn said 
that markets decided cur- 
rency rates. If markets 
thought changes in curren- 
cies were excessive, they 
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would correct them. This 
implied that the bank would 
keep its hands off the yen. 

In any case, said Gerard 
Lyons, chief economist at 
DEB International in Lon- 
don: “1 believe that interven- 
tion would merely delay the 
inevitable." The weak econ- 
omy presaged a further yen 
slida The Bank of Japan's 
quarterly tankan survey of 
industry, due out today, is 
widely expected to be 
extremely pessimistic. 

The dollar continued to 
advance beyond its recent 
range against the D-Mark, 
climbing in late US trading 
to DM1JS4S, 0.5 pfg above 
Tuesday’s London close. 
There was talk that the 
Bundesbank had been either 
gpTUrtg dollars or enquiring 
about prices around 
DM1 -8550. The dollar’s rise 
dragged the pound a touch 
higher to DM3.099, its peak 
since July 1969. 

tteiry Summers, US dep- 
uty treasury secretary, 
helped the dollar modestly 
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by saying that US dollar pol- 
icy remained unchanged, 
just in case anyone was won- 
dering. 

■ The rouble slipped after 
Sergei Dubinin, governor of 
Russia's central bank, told 
the Financial Times that the 
currency should devalue in 
line with Inflation- He noted 
that the rouble had been ris- 
ing in real terms, because its 


fell against the dollar was 
slower than the rise in 
prices. 

Juliet Sampson, emerging 
markets analyst at Rank of 
America in London, wel- 
comed his statement noting 
that the strong rouble had 
reduced Russia's trade sur- 
plus virtually to zero over 
the' past year. The slide in 
the oil price since October 
has damaged the country’s 
exports. 

She also said that Mr 
Dubinin’s comments 
suggested that the central 
bank would start to pay 
attention to the exchange 
rate instead of concentrating 
almost obsessively on inter- 
est rates. 

■ OTHER CURRENCIES 
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■ The South African rand, 
after piercing the R5 floor 
against the dollar for the 
first time at the start of the 
week, came under attack 
again yesterday because of 
comments by Chris Stals, 
governor of the Reserve 
Bank. He said he was not 
unhappy to see the rand 
“adjust”, and indicated that 
he would not intervene In 
the market to defend it 

Yesterday, however, trad- 
ers said the hawk had been 
buying rand at about R5.0450 
to the dollar. The currency 
ended the day at that level, 
0.5 cents down from Tues- 
day. Philip Shaw, chief econ- 
omist at Investec in London, 
said the central bank wanted 
to smooth the rand's decline 
rather than reverse it 

■ Today the German consti- 
tutional court is due to 
announce whether it will 
admit a case filed by 4 pro- 
fessors arguing that Euro- 
pean monetary union is 
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4h-4ft 

4ft - 4W 

6ft - a 

6ft - 6 





Jan 

Esp 


Open 

96250 

96*96 


satpnee Change 
96220 -0.020 
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3.715 

2621 

349.1 
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0*62 
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1*62 
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0*07 

UK 

10 
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1099 
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0*56 
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1*50 
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4.651 
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1*64 
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1® 
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8228 

2019 
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A lion! A lion! A ... lion? 
How many ‘A’s was that? 
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Anyone who can count to three wfH 
know that size is perhaps not the best 
Indicator of the crerfit quality of an 
issuer. ThatTs why L-Bsnk's feUewers 
are not ki the least concerned that our 
coat of arms features not enormous 
elephants but lean lions. Investors can 
relax In the secure knowledge that this 
particular trio of herakSc cats have 
been symbols of courage, strength and 
vigi lan c e ever since medieval days. 

Today they also stand for our strong 
links wfth Bode n-Wurttem berg, an 


httptfanmJ-berilufc 


economic powerhouse of a state even 
by German standards, fai whose coat 
of arms they also figure prominently. 
But IFs not Just In Germany that our 
three Sons feel at home - these kings 
of the Jungle can be found pacing 
trading floors the world over. Together 

they stand for a crerflt rating that 
enables L-Bonk to show Its teeth by 
offering exceedingly a ttra c tive temps 
for major liquid transactions. L-Bank, 
Schkasptatz 10/12, D-76113 Karlsruhe, 
Germany. Telephone +48721 1 50 18 07. 


1 L-BANK 

Landaskmditbank Baden-worttemberg 
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FINANCIAL TIMES THU RSDAY AWUL 2 »98 


COMMODITIES & A GRICULTURE 

Venezuela offers reassurance over oil output cuts 


MARKETS REPORT 


and Kenneth Goofing 

“We were lying to each other 
and everybody knew we 
were lying . . . that's over," 
said Erwin Arrieta, Venezue- 
la's energy minister in Lon- 
don yesterday. In an effort to 
persuade doubters that the 


new crude oil global output 
cuts, amounting to I -5m bar- 
rels a day, will stick. 

Mr Arrieta was referring 
to the pre-Vienna agreement, 
when Venezuela - a leading 
member of the Organisation 
of Petroleum Exporting 
Countries — was the biggest 
Open quota-buster. 

Some steadiness returned 
to the oil markets, although 


traders probed forslgns that 
the production restraint 
agreement is taking hold. 

Dealers shrugged off data 
from the American Petro- 
leum Institute, showing 
inventories of US crude oil 
up g-am barrels in the past 
week. 

On London's International 
Petroleum Exchange. Brent 
crude for May slipped 2 


cents in late trading, to 
$14.24 a barrel, having 
reached $14.42. 

Analysts said If prices 
could be maintained for a 
few days, some traders 
might be forced to cover 
short positions, driving 
prices higher and neutralis- 
ing doubts that the cut 
would not be enough to 
rebalance the market. 


A burst of selling by US 
funds an the London Metal 
Exchange caused a sharp fall 
in aluminium's price and 
this had a knock-on effect, 
dragging down copper, 
nickel and zinc. 

Aluminium for delivery in 
three months closed down 
nearly 2J5 per cent, or S35 a 
tonne, at $1,415. 

Copper ended the day 


down 22 per cent, or $41 a 
tonne, at $1,731. Dealers 
suggested that, while alu- 
minium might have a little 
further to fall - perhaps to 
$1,400 a tonne - copper's 
drop was overdone. 

Nickel ended $15 a tonne 
lower at $5,540. Zinc foil by 
$5 a tonne to dose at $1,095. 

On the London Interna- 
tional Financial Futures 


Exchange, the Nfoy cocoa 
contract lost £13 to chat- at 
£1,057 a tonne, with further 
indications of a lar?* Ivory 
Coast main crop and the 
strength of sterlii^ seen as 
damping expectations. 

Coffee failed to sustain 
Tuesday’s rally, with sellers 
♦firing advantage of higher 
prices. The May contract 
closed at Si, SI 7, down $24. 


growers 
want tea 


Corsican honey 
wins French 
quality mark 


Foundation underpins Ethiopian smallholders 


Sasakawa-Global 2000 teaches farmers new techniques to help boost productity, writes 


By David Owen in Pate 

The beekeepers of Corsica 
have reason to celebrate: 
Corsican honey has been 
added to the list of products 
accorded France's presti- 
gious appellation d'origine 
contrblde quality mark. 

“We are very happy, ' " said 
Joseph Albertmi, a producer 
from LozzL near the centre 
of the mountainous Mediter- 
ranean Island, yesterday. 
“We have been trying to 
obtain it for six or seven 
years." 

Mr Albertmi, wbo usually 
maintains between 250 and 
350 hives, hopes the award 
will enable Corsican produc- 
ers to increase the value of 

their OUtput by Histingiiwh- 
ing it from commodity prod- 
ucts. 

"It would be good to get 
between 10 and 20 per cent 
more,” he said. He acknowl- 
edged. however, that this 
would not be easy, given 
that Corsican honey - at 
FFr50-FEW0 ($8-$13) per kg 
- was already priced 
towards the top end of the 
market 

The world-renowned qual- 
ity mark is nsnaDy associ- 
ated with fine wine and 
cheese but has now been 
bestowed on 18 other food 
and agricultural products, 
ranging from grapes and 
olive oil to poultry. 


COMMODITIES PRICES 
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These items are cultivated 
in all corners of France, 
from Britanny In the west to 
the Camargue in the south. 
Other products to have 
received the mark recently 
include haricot beans from 
Paimpol and potatoes from 
the lie de R6. 

Among the products carry- 
ing the mark is at least one 
not normally eaten by 
humans: namely, hay from 
Crau in southern France. 
The list also includes 
another type of honey - fir 
honey from the Vosges in 
the east of the country. 

According to Mr Albertmi, 
honey is harvested on Cor- 
sica - much of which is 
impressively wild and cov- 
ered with thick vegetation - 
virtually throughout the 
year. “It 1 b a permanent gar- 
den,” he said. 

The Corsican bee, he 
added, was dark in colour 
and similar to those found in 
Provence. Large tracts of the 
island are also covered with 
sweet chestnut trees. 

Tbe decree recognising the 
award stipulates that the 
honey must be exclusively 
harvested and decanted in 
Corsica. 

It must derive from nectar 
collected by the apis meUi- 
fora mellifera bee from vege- 
tation growing naturally on 
the island. Filtration and 
decantation are obligatory. 


I n Addis Ababa it is easy to 
distinguish holidaying 
Ethiopian emigres from 
the locals. Their expensive 
western clothes and watches 
are not the only giveaways. 
The visitors often tower over 
the diminutive locals, their 
extra Inches a testimony to a 
lifetime of proper nutrition. 

Hunger, the result of unre- 
liable rainfall, primitive 
farming methods and over- 
exploited soils, has haunted 
Ethiopia for centuries, leav- 
ing scars both psychological 
and physical. 

In a country of 55m people, 
half consume less than 75 
per cent of the calories con- 
sidered normal. Two-thirds 
of childr en, are stunted, the 
highest rate in the world. 
With monotonous regularity, 
the government relies on for- 
eign generosity to import 
hundreds of thousands of 
tonnes of grain and prevent 
a repeat of the 1984 famine 
that shocked the world. 

It was with this in mind 
that Sasakawa-Global 2000 
set up operations. A Joint 
venture between a Japan's 
Nippon Foundation and 
Global 2000. farmer US presi- 
dent Jimmy Carter's initia- 
tive, its mandate was to 
increase productivity of 
smallholders by communi- 
cating new research and 
technology to them. 

The foundation's premise 
was that given appropriate 
fertilisers, disease-resistant 
seeds, pest control and bet- 
ter weeding and husbandry 
techniques, harvests of 




The Sasafcawa project Includes 563,000 f a r me rs and should be extended to 2m-3m this year Panes 


maize, wheat, barley, sor- 
ghum and teff could be dou- 
bled or even tripled. 

Ethiopia's previous Marx- 
ist regime might have 
regarded such a programme 
as an infringement of sover- 
eignty. But when Sasakawa 
started showing its tech- 
niques on demonstration 
plots in 1993, the Ethiopian 
Peoples’ Revolutionary Dem- 
ocratic Frtmt (EPRDF) had 
seized control 

Meles Zenawi, then presi- 
dent and c ur re nt prime min- 
ister, initially treated ideas 
be knew could end up affect- 
ing the livelihoods of 6m 
formers with caution. 

“We manag nri to lure him 
to see one of our demonstra- 
tions and the difference 


between our project and 
Ethiopian formers working 
on their own was night and 
day,” says Marco Quinones, 
Sasakawa regional director. 

“He was extremely 
impressed, but he ordered 
his men to inspect 150 other 
villages where we were oper- 
ating to check it was not a 
fluke. The report that came 
hack was very positive." 

O nce embraced, the gov- 
ernment’s eagerness for 
the project outstretched 
Sasakawa capacity. The 
foundation devised a pro- 
gramme to train 6,000 farm- 
ers, the government asked 
for hundreds of thousands to 
be Included. The compro- 
mise reached was for 36,000. 


Centring on more fertile 
areas where new techniques 
can make the biggest 
impact, the project now 
indudes 583,000 formers and 
should be extended to 2m-3m 
this year. The problem, says 
Mr Quinones, is not improv- 
ing harvests but ensuring 
changes are sustained. 

Part of that involves 
ensuring fa rmers are com- 
mitted to the new tech- 
niques. “Nothing is provided 
for free,” says Mr Quinones. 
“In the first year, farmers 
pay far inputs on credit and 
in the second year they must 
find the income from then- 
own reserves.” Should form- 
ers threaten to default on 
those loans, Sasakawa is 
ready to pull out of a village. 


, Michela Wrong 

Until the El Nlflo weather 
phenomenon devastated 
Ethiopia, agricultural pro- 
duction was rising steadily. 
Food output had risen from 
6m tonnes in 1991-93 to 11.7m 
tonnes in 1996-97- Lost year 
was a turning point, as 
Ethiopia for the first time 
exported food to poorer 
neighbours. 

“Despite El Nifio. the over- 
all trend remains upwards.” 
says Mr Quinones. "If this 
year we don’t have a repeti- 
tion of rains daring harvest- 
ing, then we will have 
another surplus year.” 

A criticism that could be 
levelled at the programme is 
that while it tackles an 
important problem - low 
yields - it sidesteps a more 
fundamental issue: a state- 
owned land tenure system 
that discourages agricultural 
modernisation. 

The government has 
refused to grant private own- 
ership on the grounds that 
formers would sell in times 
of drought and drift to the 
cities, already burdened with 
Jobless poor. But experts say 
as long as the system exists, 
consolidation of Ethiopia’s 
tiny plots into high-produc- 
ing commercial farms is 
largely ruled out 

Mr Quinones acknowl- 
edges the problem. “In the 
long t e r*", nnluas you mg 

consolidate holdings, agri- 
culture cannot be a viable 
enterprise. At the moment 
it’s a very sensitive political 
issue, but eventually this 
law has to be re-examined." 


dollars 

BytaraatBonfoMM- 

Tea growers in Dariaellng 
are pressing for the prices of 
their produce to be quoted in 
dollars instead of rupees at 
the Calcutta auction. 

The growers, who have the 
support of the Indian Tea 
Board, believe the change, 
would lift their earnings. 
Most of she 88 tea planta- 
tions In the Darjeeling 
region are losing money 
because of high production 
costs ami low output - 

P. K. Sen. chairman of 
J. Thomas, the worlds larg- 
est tea broking house, said: 
“Because of the depredation 
in the value of the fivmn 
currency, the price of Dar- 
jeeltag tea is dollar terms 
has remained unchanged in 
the last 20 years." 

He said a move to dollar 
denominated bidding at tie 
Calcutta auction would 
increase prices. 

"There is a strong case for 
moving over to a doUar-de- 
nomi n at e d auction for the 
world's most prized tea," Mr 
Sen said. “Mombasa and 
Jakarta have a dollar denom- 
inated tea auction." . . 

Buyers of Darjeeling tea at 
the Calcutta auction will 
have an incentive to give 
quotes in dollars, provided 
federal and state govern- 
ments assure them that 
duties on domestic sales - 
currently paid at the point of 
auction - become payable 
only when they have actu- 
ally sold tea in the fariten 
market Tea exports are not 
subject to domestic duties. 

The buyers have also rec- 
ommended futures trading 
in Darjeeling tea. 

J. Thomas said Darjeeling 
tea would fetch “a better 
price" provided the entire 
production was routed 
through the Calcutta auction 
and the producers stopped 
making direct domestic and 
export sales, 


Precious Metals continued 

■ GOLD CQMEX (100 Trap ot; y&uy oz_) 


Oobo 13335-45 

Ptwtan 1427-28 

MgMo* 

Mi Official 1417-18 

KM draa 

Open hit 248533 

TWtfimnr 09542 

■ A11MWBMAU8T (Spar MWB) 

Otan 1258-63 

Piwtoun 1273-78 


AM Official 
tot cion 
Open im. 

ToH daftr Winner 

■ LEAP ffi per town 

□ok 

PlEvkMS 

HgMo* 

Ml Official 
tart) Cfcse 
Open M. 

Total Mr tinom- 

■ WCUL (S per tomel 


3 tabs 
1421-2 
1453-535 
1449/1415 
1445-46 
1414-5 


1285-30 

1300-05 

1302/1283 

1295-300 

1288-90 



Sdt 

Oaf, 



0pm 


prim dranw *■*» 

low 

Voi ita 

Agr 

299.7 

-08 

3017 

2965 

2883 2.483 

Jm 

3023 

-1.0 

3045 

3015 20.119 764 SB 

Aog 

3948 

-1.4 

3062 

30X8 

269 7530 

Oct 

3072 


307.6 

3072 

137 4516 

Doc 

308-0 

-14 

3102 

3088 

118 16.127 

RA 

- 

- 

- 


30 8834 

TOM 





24439181,065 

■ PLAT*** MYWX pD TTOf SrtTOjr nj 

AW 

4115 

4X0 

4128 

4078 

1584 2585 

Jta 

4068 

+28 

4085 

4048 

2529 10.135 

Oct 

4038 

428 

40X5 

4005 

38 439 

Jm 

4005 

+28 

4005 

4005 

1 51 

ToM 





3J53 13571 

■ MUADNMKYMEX ft 00 Troy «u Stray raj 

Jm 

260.90 

+270 26X50 25880 

433 -4570 

sw 

25450 

- 

- 

- 

7 746 

Total 





441 1*380 

■ sasa CQKX (5200 Ibg k; CeoMw K) 

■re 

6385 

-82 

6478 

628.0 12880 43854 

Jta 

6378 

-85 

646.5 

6308 

2169 16575 

Sop 

6358 

-102 

6445 

6348 

5 5215 

Dec 

628.0 

-158 

643.0 

6270 

121 10832 

Ju 

6255 

— 

- 

— 

15 

Mar 

fi30 n 

- 

tpgjj 

8285 

32 2560 

Total 





15432 858» 


GRAINS AND OIL SEEDS 

■ MBffUTE (100 tomagE per tonne) 

Stat Days Opm 

pries rfmupn Ugh Lorn M 1st 

May 7250 +025 7275 7250 85 2141 

M 7475 +050 747S 7450 187 1577 

tap 74.40 - - - 134 

Ifar 77.10 +0.10 7725 7750 67 2878 

Jta m00 - 7000 7200 13 503 

Vs aft 


moo - 7000 7000 13 503 

TiPU n/a tab 

■ wheat car (Sjons ahe cmarcuitad) 

ffi*y 310-25 -400 32100 31550 8030 41.251 

Jta 32550 -400 331,75 38450 16,109 43.175 

Stp 33400 -3.75 33800 333.00 1,130 0074 

Dta 34805 -400 35100 345.00 2202 12058 

•Mr 35450 -400 35900 35450 24 1,152 

M 35500 -400 35800 35800 10 39 

lUd 22148107079 

■ MMZE CHT p 000 ha ntt caSS/568) burtita 

■*» 25225 -27b 25B.75 25575 42695120040 

Jta 26300 -275 26600 26250 27.713112880 
S»P 288.00 -250 27250 26850 3064 27060 

Dm 27225 -250 275.75 27100 21058 97,865 

Ptar 278.75 -275 28200 27805 280 7,299 

May 28500 - 28500 28275 45 294 

TsM 105084 377,785 

■ BAtaSrUTC flop innnacE par tain) 


5445-55 5540-45 

5500-10 5690000 

55905520 
548005 6585-90 

5530-35 

52832 

14053 


AM OfficU 548005 

Kerb dose 

0pm U. 52532 

Ten My hfsonr 14,653 

■ TMS [» aweaj 

Don 5660-70 

Pwrtta 565000 

Hgtatow ! 

AM on** 5660-70 

Kart dan 

0p« bn. 12806 

Tata &*r toraarar 6014 

■ EMC, tagM Mot grata g per tome) 

Ota# 10680 

Prwtous 1072500.5 

HKPVta 1 

AM Official 1075-755 

tart! don 

Open M 73501 

Total Pair ban 25573 

■ COPPER, BftasAQ pn tamo) 

Gbn 17050 


ENERGY 

■ C88BE 06 HYMBC (1X700 bonds Marita) 


- 228 
12 

- 501 

94 

s/s Mi 

; C8T (5,0000a rtn cwtoB® bust*! 


583040 

5830-35 

5650/5625 

5830-35 

564045 


1091-2 

1102-025 

1105/1083 

109708 

1094-5 



umt Days 



0pm 

"re 

64480 

-180 84750 84150 29234 84,401 


pnm 

CbMIlpi 

Sgh 

Low 

W M 

Jta 

84580 

-150 64950 84X00 

9505 448*3 

“re 

1580 

-081 

15.78 

1556 66516 1058k 

Are 

64580 

-280 64680 64480 

1.103 9523 

Jm 

1584 

_ 

1607 

1554 26825 79511 

Sop 

82880 

-380 63150 62980 

47 1892 

Jta 

1621 

-0.01 

1654 

1680 

8818 42848 

HM 

62250 

-250 62875 62180 

6511 30,400 

Are 

1640 

-086 

165S 

1827 

2550 23744 

Jm 

B28JQ 

-250 63180 62980 

137 1818 

sm 

1659 

-087 

1673 

1658 

1882 22684 

Ttata 



MUMS 158578 


Oou> 17050 17320 

Pmm 17310-525 1778-79 

HgMow 1775/1728 

Ml Oneta 1748549 1774-75 

tart! don 1730-31 

Open hit 160597 

Tata My farmer 69,312 

■ LffiE AM OOkta Ett rata 15752 

UB Onhap V% rats; UBHS 

Sprit 1 6707 3 rafts 1.6634 8 nfc 1 6550 9 sens: 15490 


■ M6H 68JUE CWTg tCOMSq 

Seri 0sy*i open 

pries Mange ttgh Im W H 

Apr 77.10 -220 78.40 77.00 398 2552 

Mqr 7745 -2.40 80.10 77.40 MBS 28.414 


Am 7750 -230 7850 7750 

Jta 7835 -2.15 8065 7820 

Ana 8050 - - 80.90 

Sap 7220 -155 81.00 7020 

TOW 

PRECIOUS METALS 

■ lokdou Baum turner 
(Pit® swBed by H M MtacMcD 


182 2.400 
7G8 11.487 
1 1562 
205 5060 


eoufriDr at 
am 
ihnnhin 
Morning 8x 
Afternoon fix 
Dor's Mgh 
(tar's Im 
PMobs don 
ItasUaMm 

1 I Hindi 

2 BOOTH 

3 mes — 
Star Ft* 
to* 

3 monte 
6 months 
1 |BS 

fata Cotas 
Mugsnmd 
MqtaLnr 
Now Saratoga 


S price E eqffiv 5Fr equhr 

30080-301.40 
301.HK3in.40 

30150 180575 461.146 

30150 179552 481.102 

30130-30202 
30040-30070 
301.10-30150 

EnU Uatag Use (Us USS) 

— -4.14 6 BOOB 359 

406 12 montts 172 

3.99 

prtrar az. US as eqnK 


M 16.75 -086 1657 16.73 588 15564 

Ital 110529460531 

■ crane oh. re g/tand) 

im* Dor's Open 

price efeange Ugb Im H ht 

■ri 1418 -058 14.42 1450 15,176 83554 

■ta 1458 -0 12 14.71 1433 7.496 55593 

M 1476 -0.16 1498 1464 1538 19,482 

Alffi 1504 -0.10 1519 14.94 741 13578 

Sep 1540 4055 1541 1534 308 11,606 

Oct 15.45 -0.10 1559 1554 695 9594 

TaM alb ah 

■ HEKimS 05. HUB (42500 US gta; c/US gata) 

IMtat De?*! Open 

prise tamps Up Im W u 

Hey 4350 4058 4350 4355 22567 45.B40 

■Sun 4415 4059 4430 43.75 4318 22588 

JM 4550 4059 4520 4470 UB3 17,454 

Am 4500 *050 4025 4575 482 12588 

S«P 46.95 40.09 4759 4855 454 11596 

Oct 4855 - 4040 4055 375 6,704 

51,29917550 

■ 9AS 01. re ffitamw) 

Stat Day* 0pm 

price tangs Dgb in UU lot 
AW 131-25 -150 13250 13025 5.430 24,390 

Hey 133.75 -150 13475 13125 5/76 22,432 

■tan 13650 -150 13750 134.75 704 13.1 IB 

Jta 13850 -1.50 14050 13850 269 8513 

Aug 142.00 -125 14350 14175 S3 8532 

Sep 145.05 -1.00 145.75 145.75 8 9547 

T«< 16500146,158 

■ luma*L BAB re P500 Brnim; pan pat Bpnfl 

tay 8.460 -0.050 8570 0460 35 1580 

■tan 8.510 -a 110 8550 8510 60 1515 

TWO 1518 1H/ME 

■ MMWW. CflS IflfIBt flQJQO bmSOl: MmShU 

litaet Dtfi open 

prtn dm* Ugh inr vw tal 

Her 2491 -0531 2560 2400 42778 43581 

■tan 2530-0527 2590 2520 15533 19585 

JM 2JSS5 -0.018 2610 2540 GOST 16031 

Aq 2565-0018 2015 2550 4583 I451B 

Sep 2565 +0.005 2810 2555 2549 11585 

Oct 2.500 +0.090 2630 Z575 2,716 11566 

TbW 80,186221502 

■ BKEADB QAS0UH 

WYHEt (42500 us Beta; QU8 gam 



Uhd Du's 



0pm 


prioe dang* Ugb 

Lost 

Vta tat 

*re 

5185 

-033 

51 JO 

5055 24.198 45.183 

Jus 

52.15 

-023 

5250 

Si 50 

7236 18549 

Jill 

52.70 

-oos 

5255 

52JB 

1585 12511 

Aria 

5270 

-083 

5250 

5230 

1257 7542 

Sep 

5210 

-023 

yam 

5210 

1843 8525 

Oct 

9050 

-1A8 

51.10 

5080 

420 3527 

ToM 





WJ8WP.M5 


■ SOr«8EAaia.Cgr(B0500ts:caaiOBil 

■w 2754 +051 2750 27.10 14735 63540 

" 2753 -054 27.70 Z7J4 7507 53516 

Mffi 27.40 -055 2755 2750 1532 9,185 

S"P 2770 - 2720 27.10 399 6.446 

Del 25.66 -025 2655 28.85 710 4550 

Itac 2653 -052 2655 26.12 3.705 14283 

Ttata >1570186549 

■ SOTAHEBM IBM, CBT flOO Son*; S/Ion) 

■tap 164.4 -4U 1655 1618 9507 51,103 

Jta 1605 -0.1 1675 1655 7547 38203 

A«g 1613 -11 1685 1675 1289 14,452 

Sep 1BS5 -05 1713 1B85 562 10596 

Oct imo -17 1735 1885 421 4y42Q 

Dm 1735 -IB 1785 1715 2422 12422 

Total 28,744 131517 

H WTAlOBi Uffi CO hwas; £ par toniw) 

Apr 520 -10 545 920 S 304 

WV 895 +35 995 685 15 404 


aft ah 

■ raBCHT PFFBQ UffE gTOfarim 

Ar 1010 +5 1010 1001 29 608 

Mq> 102D +10 1030 1020 21 270 

M 945 +10 950 940 13 306 

Oct - 131 

Ah SB 

!“*■* aft nil 

Oom Piw 
BR 973 

PULP AND PAPER 

■ HUPP OMLX (USS; 24 ah- dry tonri 

Sen Days open 

Prim mange Mgfa im Dm u 
J» S29L2S - <77 

Sip 55250 +128 55200 55250 15 22S 

TBtll 

FtnWBBWA 

AM name dsaatfOad brats. 


Minor metais ftam Metal BJtatai 

a»Wwon tree mm k<*. S per lb In wkHoum 
taW* 1 * m brmtota. where changed). 
*^«w895Mfc. * per tonne. 1550-1530 

WB 450-4.15 (355-4.15). CeOnttmE min. 
C* > p°«>. 2850-3551 Cobtat 
m>n - 90 - 8% ' «-aw55o 
395%. H7Q2020 (2050- 
20-M). Mmoury: mta. 995916. S per 78 IB 
1 38-148. MotyMonum: drummed 
e»de, 4^WJ0 s^- 

ternln 99316, 1.70*51 Tungsten ok 
KO nd^nSn. 6 per terms irtt ( 10 kg) 

PS mfru of. 

5.95-120 (5.75-650). Uranium: Nuaxco 
imresnictad eechawe wans. 930, 


SOFTS 

■ COCOA IWIPO tames: Effirnffi 

Sett Darts Opes 

prim change Mgh trier VH tat 

tay 1054 -15 1075 1053 1782 27213 

M 1073 -11 1091 1070 2075 17,510 

sap 1090 -11 1110 1090 331 22510 

Dsc 1113 -7 1128 1110 1380 21453 

Mar 1133 -8 1148 1133 250 37759 

Ttata aft ah 

■ COCOA CSCE (10 annas; Sitanna} 

Mar 1626 -28 1645 162 5.1661*670 

Jta 1645 -24 1662 1645 1536 16514 

Sap 1668 -3D 1680 1688 471 8221 

Dm 1695 -24 1708 16S5 597 14255 

■ar 1729 -21 1730 1729 32 *497 

Mtj 1701 - 1781 1761 10Z 4fl62 

Tllta 1504 75570 

■ COCOA QCCO) gOHtatamta 

tarn 31 Prim Pm. nag 

D&f 1294.97 1280.76 

■ OTtff LFFE (5 tomaa; 5/taace) 

Bay 1817 -24 1833 1810 2028 21,418 

Jta 1780 -21 1797 1772 1^27 12048 

Sip 1754 -17 1763 1742 315 2405 

Nor 1725 -16 1726 1717 11 1,503 

Jm - - 112 

■ar - - - - 22 

Ttata oft aft 

■ COBS ‘C* CSCE (37 JOOtae; cantate) 

May 14425 -200 14825 14325 4272 15,408 

Jta 13825 -1.75 1412S 13750 1580 6 2E 

SAp 13420 -155 I35J5 13350 Z39 4*41 

Dec 12750 - 12950 12750 128 3,783 

■B 124.40 -1.15 12650 124JJ0 05 1270 

■q 12X00 -155 12350 12250 28 571 

Total ff/Rff 32,422 

■ COnggcPKlB cenmpoona) 

■MSI Pier, day 

Comp. <fc*T 12158 12158 

15 day artraga 11956 11177 

■ rams 88BAH IBTC (50 hues; Sriomta 

Mar 264.4 -55 286.0 2645 1228 14552 

/tag 267.4 -45 2715 2888 SO 11653 

Oct 2721 -4.0 2755 2721 278 7564 

0m 278.8 - 2768 Z768 152 1,154 

Mar 2812 -27 2805 3612 56 990 

■■7 2838 - 28X4 283.4 8 504 

Ttata oh aft 

■ SOSAfl 11' CSCE fimOOOte; cariWlB) 

Map 1107 -112 10.19 110234521 51166 

Jta 171 -084 178 16811508 44.775 

Oct 193 -0.02 957 189X142 43^0 

«» 10J4 +103 1026 1119 1J43 18(477 

May 1028 +102 1028 1128 121 2487 

Jta 1050 -082 1131 1130 41 3455 

T«al 51871173,1*8 

■ COTTON HTCE (5100W«; cetaSfcri 

Hay 6190 -133 6780 668214841 26.190 
Jta 6140 -021 6110 6855 S.7B5 10.1S4 

Ocl 7170 -115 71.15 7155 561 X43E 

Dac 7187 -115 7250 7185 9583 Z7805 

Mar 7320 -106 7355 7320 1555 2778 

M“T 7323 -0.15 7385 7X75 647 1885 

TMM 34390 *1,122 

M (BAHBE JWCE MCE (1580gg a»BM 

May 10X55 -150 104.00 10280 2694 19805 

Jta 10140 -085 10680 10550 726 7J3B 

S«P 10170 -0.40 109J0 10980 015 4.129 

Nnr 111.10 -1.15 11150 111.10 157 1477 

Jm 11380 -11X00 11100 45 1548 

TL ----- 759 

4227 37857 


MEAT AND LIVESTOCK 

■ UHE CATM CME (AlOOMw; canMMaj 

sea Day'll 

Wee chenae Hjgk Low W 

Mr 84550+0800 64800 63850 8883 
Jm 66550+1775 66JOO 85825 8J79 
Ang 67250+1.025 67850 68850 25BS 
OBt 66575+1375 66575 67800 667 
Dec 69500+0850 81575 61200 241 
Fell 71750-1175 70925 71700 48 

Total 19211 

■ tew hobs c« wmmre canMta) 

Apr 52550-0875 5X050 52100 4588 


Apr 52550-0875 
Jm 59J00-O675 
Jta 56200-1425 
Aug 55800-0500 
Ota 5X150-0525 
Dac 5X675-1400 
Ttata 

■ raUCBEWESCME 


93850 52100 4588 
59.700 58800 4881 
58500 57800 1873 
51300 55550 330 
53500 5X050 262 
54850 53550 214 
10888 

(4Q80CBM: moteffin) 


52350-0525 5X000 51550 1075 
50800-0350 51850 41750 678 
48500+0250 48850 47.450 176 
46300 - 48800 41100 1 
46800 - 47800 46800 7 
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CROSSWORD 


(917%) LME 
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1400 
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May Aag May Aug 

82 100 11 23 

31 87 30 41 

13 48 91 86 
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{tame A) LAE May Are Mqr Are 

1800 ; 112 154 13 37 

1700 48 96 49 73 

1800 15 55 115 138 
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■ BaetTCWDEre May Jm Msy Jm 

1500 10 

1550 8 39 

1600 25 


LONDON SPOT MARKETS 

■ CTMOEiMLttBtparamaQ +«- 

Dubef ST188-283* -0215 

bent Bead (ihriag S13^7-X49 4)245 

Bran Stem Otay) C14.17-4.1B -0245 

W.TA Cl 553-554* 4)24 

■ ON. PS00UCR MVEpranW riaRmy CM 
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JH hta 
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SI 38-138 +15 
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INDICES 

■ ftntaa (Oaaa: 18M/31 e 100) 

Bar 31 Mm 39 Mags 

16705 16899 16823 

■ OHHFitnmflBsa: 1967 = im) 

35 32 

■ esq Sprit (Bang 1370 - 100 ) 
™5r» Mar Z7 mrata m 

10172 16105 16110 

UE HMBKbQE STOCKS (Honee) 
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Bactal (Apt) 8500-8.700 

*me rem w tsomi (aim 30 o s? 

■ onra 

6dd (par buy «}f *301.15 

SSrer (per hoy rah | 64250c 

PUtauai (par tor ad 3*1100 

Phfadhn ter toy oc) S2715Q 

CCDOV Hi !!#■ 

Lead {L£ prod) 4580c 

Tin ffietaa Unpin) 1177r 

Th (Ntaaa lftrt) 2695 

fefifa (lie atagU) 8587p 

StasptMawdfM 9527p 

Hjs (Bie aadghQr 6954p 
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ACROSS 

1 Suitable jacket for a dance? 
<G) 

4 A fellow, vary good at 
speaking, becomes wealthy 
(8) 

9 Groqps unable to practise 
cricket apparently fS) 

10 A gear rod slips: nasty 
reaction from drivers (4,4) 

12 Some pachyderm not feel- 
ing wen (4) 

18 Personal assistant's 
ffl^oyment break (5) 

14 Hardy character sets out (4) 
17 Eugene with cool ad in 
broadcast for perfume 
(3,2,7) 

20 Outside help to make 
things clears- (5,7 ) 

« An article returned some- 
times? Only partly (4) 

24 Set task is a way to collect 

money (5) 

$5 Rand to move very fast (4) 
28 Crazy fellow or a sun- 
porter?® ^ 

M Kano to elate, to glorify (6) 

30 It s everlasting without a 
watch (8) 

31 Ship's ropes used by fisher- 
men (6) 

_ _ , DOWN 

* ™ players got older and 
covered up wounds (8) 

2 Hanker after meeting-place, 
we hear in extensive jour- 
ney <4,4) 


3 Value the old car that 
doesn't start (4) 

5 The base’s recording some 
marching (12) 

B Left university party for a 
game (4) 

7 A shiny coat (6) 

8 Article is cm time lor a cer- 
tain believer (6) - 

11 Scholarly postman? (3X7) 

15 Not-so-hot favourite turn- 
ing up one day (5) 

16 Znform on a type of preview 
(5) 

18 Reference mark at skier's 
turning (8) ' 

19 A wit’s troubled before, to 
a certain extent (2,2.4) 

21 Maverick provided URs to a 

22 A§nst-chB9 paper (8). . 

26 Gome reserves (4) 

27 Broadcast one uplift^ 
part of opera (4) 

Solution 9,646 
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LONDON STOCK EXCHANGE 


FTSE 100 doses above 6,000 for the first time 


By Steve Thompson, 

UK Stock Market Editor 

The first trading session of 
the second quarter saw Lon- 
don's equity market launch 

a barrage of determined 
assaults on the 6,000 leveL 
The FTSE 100 eventually 
broke the barrier in the 
early afternoon and closed 
above 6.000 for the first time. 

The FTSE 100 ended 85.4 
ahead at a record closing 
level of 6,017.6, having 
reached as hig h as 6,030.7. 

Other FTSE indices, which 
have tended to outpace the 


100 over recent weeks, took a 
back seat yesterday. The 
FTSE 350 moved sedately 
ahead to close 9.4 up at 
5.534.8. only 9.6 below its 
closing record, after a ses- 
sion high of 5,537.6- The 
FTSE Small Cap finis hed at a 
day's high of 2,634.7, up 5J2 
and only 3.2 away from its 
previous closing high. 

However, the FTSE All- 
Share index gained 31.6 to a 
record closing high of 
&813£3. 

A steady stream of new 
money, much of it represent- 
ing cash flowing in from per- 
sonal equity plans as the tax 
year draws to a close, was 


the driving force behind the 
latest surge. 

But dealers also attributed 
file gains to more end-year 
FTSE 100 upgrades by brok- 
ing houses. 

HSBC was the latest of the 
leading investment houses 
to lift its end-year target, 
raising it to 6,200 from 5.500. 
bard on the heels of CSFB’s 
move to 6.600 from 6,000 on 
Monday. HSBC’s strategy 
team ascribed the shift in its 
forecast to "an aggressive 
reduction in inflation fore- 
casts around the world; 
these have dictated lower 
bond yields which are the 
key to performance”. 


The market’s excellent 
start to the second quarter 
was also helped by overnight 
news that the US Federal 
Reserve's open market com- 
mittee had left US interest 
rates on bold. 

However, the Dow Jones 
Industrial Average gave up 
much of an earlier 100-points 
plus gain to finish only 17 

paints up Tuesday. It was 
volatile in early trading yes- 
terday after the US purchas- 
ing managers' index was 
strong e r than expected. 

The Dow’s disappointing 
response to the FOMC news 
and some weary -looking per- 
formances from Asian mar- 


kets, especially Hong Kang 
and Tokyo, both of which 
fell about 1.5 per cent, pro- 
voked a rather twitchy open- 
ing by London, The FTSE 
100 dropped over 25 points 
during the first hour of trad- 
ing, threatening to slip back 
below the 5,900 level 

That early weakness was 
also a reflection of the con- 
tinuing nwaagg amon g fund 
managers at the relentless 
strength of sterling. 

The Bank of England's 
trade-weighted index crept 
back over the 109 level at 
one point yesterday, before 
finishing just below that 
point. 


One of the features of the 
day's trading was the signifi- 
cant increase in turnover, 
which dealers attributed to 
the rush of second-quarter 
cash plus sector rotation 
business. 

At the 6pm cut-off point 
turnover was a hefty Libn 
shares, with FTSE 100 stocks 
attracting 62 per cent of 
overall market volume. 
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The UK purchasing man- 
agers’ index for March bad 
mixed implications for inter- 
est rates: while the manufac- 
turing sector recovered a 
little, export orders and 
price intentions stayed 
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Oi«nil#rA shares suggested Warburg 

\ 1 itllj' C was still holding the stock. 

™ but dealers said it was likely 

I* 4^ the holding had been hedged 

1 cll6T in the derivatives market at 

* the time the original deal 

O'# CTlf"' 1 ™eanwhile. Vodafone 

CEt. added 3% at S28'/.p but 

Cable & Wireless, which 

MMPMfB JEPm bTw<£- 


By Peter John and Martta Brice 

A sharp recovery in Orange 
ahead of the company’s trad- 
ing update today was seen as 
providing relief to hard- 
pressed traders at SBC War- 
burg Dillon Read. 

The broker was left hold- 
ing 52.5m shares - a near 4.4 
per cent stake - after War- 
burg bought 193m shares for 
£763. Sm last Wednesday 
night from British Aero- 
space, the aerospace group, 
which is selling non-core 
assets. 

The deal was struck at 
395%p, a discount to 
Orange’s Wednesday closing 
price of 418'Ap. However, as 
Warburg started selling, the 
underlying price was hit by 
overall market weakness 
and slipped below the com- 
mercial cut-off point 

Yesterday, however, the 
latest subscriber numbers 
from Ono-2-One and Voda- 
fone came in well above con- 
sensus forecasts leading to 
hopes that Orange will be 
equally positive today. 

And while there were 
some niggles that the boost 
might reflect an increase in 
the less lucrative pre-paid 
market the upshot was that 
Orange topped the Footsie 
with a rise of 25Va to 406p. 

The turnover of only 3.3m 


ness in the Hang Seng index. 
BT rose 21 to 671p. 

Positive comment from 
Deutsche Morgan Grenfell 
on J Sainsbury, coupled with 
a lengthy research report, 
helped the shares achieve 
one of the better perfor- 
mances in the Footsie, as 


FT 30 INDEX 


they gained 16% to 530p. 

The broker focused on the 
retailer’s US operations, 
where Sainsbury Is expected 
to make substantial invest- 
ment during the next three 
years. Sainsbury is expected 
to achieve returns on capital 
of at least 10 per cent in 
the US. 

DMG said it also expected 
an improvement in returns 
in the UK market, and 
retained its price target of 
700p for the shares. 

Abbey National regained 
41 to £11.98 as CSFB high- 
lighted its enthusiasm for 
the stock in a morning meet- 
ing comment on the sector. 

Sedgwick, the insurance 


Best and worst perforating FTSE sectors 


Afcotaflc Beverages 
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Apr 1 Mar 31 Mar 30 Iter Z 1 Mai 36 Vr ago Huft Urn 

FT 30 3816.4 3768.1 3750.3 3768.7 3754.1 28111 38M4 3764.5 

0m.dV.yMd 189 2.03 2SG 194 194 3S4 422 288 

PC mta nat 2456 24£1 2455 24.16 24.11 1653 249 1550 

HE ntn na 24.34 2450 2354 2354 2350 1656 2434 15.71 
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3756.1 37705 37605 37902 38075 39035 38144 38275 38125 38375 37645 
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STOCK MARKET TRADING DATA 


SEA0 bngatoe 84.124 79532 79577 77.102 71069 B7J74 

Equity tnraonr (Emit - M 29075 33503 32405 3855.7 

Equity bargalmt - ae 67518 B85I1 88,748 67506 

Shares haded (nffl- - m 7385 8365 847.0 SB£2 

Total OM bargain s? na 83556 BT.519 66.472 oa 

Tttai kamw ton# - m 3917.7 470S.1 48295 na 

TqM tfwt Bated (mK *11005 na 45375 t1095S $1 172.1 na 

TiadapoW turnover £nl 385 315 545 245 385 15 

TmdepoM gfare haded 8.722 8560 11,054 9547 10,358 550 

ItttthB ton-ratal M omen inner bet tactatog Creri umn. uc oo>i kte ai Gpn J UK obi 
aneratn bnow 

■ Loadaa marital data 

Mm and Mr 32 WMK Ugta and tom LfHBMyqAna 

Total Bees 828 Total 229 Total contractu 24501 

TaM Fate 857 Total Lows 54 Cate 13583 

Same 1523 Puts 11,118 

Apr 1 Data based on Bydy shares Med an me London Sbara Sendee. 


52 Waak Ugta and tows 
Total Htfw 229 

I Total Lows 54 


LfTCBpdyiipItans 
Total conbacb 

Cate 


All Futures, Options 
& Margined Forex 

~ Ct»«CT Tiggy Townsend 
Tctonijn 3vh 
Pu:0l71 337 3W 
Web Site Imp^rwwwpUxauik 


Loading Intern anonal tax planning Arm, otter? lull service. 
London Helen Harper. LLB (HONS) Tel: + 44171 352 2274 
aaHhc Peter Muiphy B.Comm. Tel: -I- 3531 662 1388 
E-auft: afMoreeMrfvnmxm W ehai wnrwwjelipnmgwn 
. 90-100 5TPMET ST, LOMDON SK3 GW. OK 


ED&F MAN DIRECT 


REAL-TIME ELECTRONIC FOREX DEALING 

THEE prico Iced, charts and nows 

i ' vv. ' AM. ' --v-g Trn ' - b-mhi;* |l 

E-Mail: roqerZ'/ Sorex-cinc.co.uk • Tel: +44 (0)1992 53S5S0 


Argus LatAm Energy 

T : .\-:cc-rrcn!h:y intelligence L"'sf cn c.v. cas znd clscSncif 

ia;:n An-.cnca Petroleum Argus 

Freetriol tii ‘71) 359 3792. SmaU: salc-s «• c-cl-olooma raus.com 


WANT TO KNOW A SECRET? 


Tbo I.D.SJG.M.L Seminar will show you how the marked REALLY wort. Tlx 
araamg radoif techniques of the Jepmdarj W.D. Gann can increase your profits 
and cvniain your leave*. How? That's the secret. » Oo, vw m g tm t* Lei. 

Book Volu FREE place Phone 0161 474 0580 *****> 


FREE ACCESS 
TO REAL TIME 
FUTURES DATA? A 


€ u r tt p e 

Linnco 

+ 44(0) 171 892 3311 

naul jucktajpliiuKoeiirope.cMa 
Regulated by Or SFA 


ITENFORE 



ol Shares. Currencies, Bonds, 
Futures & Options, Commodities. 
Research & Commentary and News 


For more info 
and/or demo 
disk call: 

United Kingdom 
Benelux 
Germany 
Switzerland 


From Data Broadcasting Corporation 


REAL-TIME DATA ON YOUR PC 

kTtite^fidiirti + oplim+tkfivdms+batdi + cocmnoc&is 
Ah 4#40BCANS+ FOREX + BJROP6ANS + NEWS + Q1AHS 


IM YOUR COUNTRY NOW ky— 
70 Countries aiross Europe, the E / 
Middle East attd Africa - from Iceland 
1o Moscow, from Finland to Yemen 


www.dbceuro.com 1^444 171793 3100 



FUTURES 
OPTIONS 
& FOREX 

nirVATE CLIENTS 
WELCOME 


iBRKFTEY FUTURES UMTTE TI 

38 DOVER STREET LONDON W1X3RB N 
TEL: 0I7JL629 1133 FAX: 0171 495 0022 m 
b ttp J/wwe. b (LcO.uk ■=? 


http://www.unioncal.co.uk 

F.X. FUTURES & OPTIO NS 24 H OURS 

Ol 71 522 3333 


Fast Fills. 

Low Rates. 
Quality Service. 

LIKD-IVALDOCK COMPANY 

S- in C’his«i'[| St. ♦ l.cin Jo:! KCIV II I' 


* 5-*25 

Kotnren 4 Options, rtraml-ton 

In windfa MJxiTfa B 

ter pdnte dtimts. 

0800 - 262-472 

UwdOR 0171-247-1701 
Gennuty: 0130-8(5100 
Sirtoerbni 08 00 K 83 38 
wmeUBd-nldoekcwn 


mini 

REUTERS 


FUTURES 

fltj lMDEX \ 

FINANCIAL 




broker which has been the 
focus of US value-fund buy- 
ing. was heavily traded and 
recorded a rise of 8‘A to 
168p on closing volume of 
almost 2m. 

The latest report and 
accounts shows that Oak- 
mark. the US fund run by 
David Herro, has built up a 
6.6 per cent stake in the bro- 
ker while Silchester, another 
US fond has bought 5 per 
cent 

Fund managers M&G and 
Perpetual received support 
from CSFB, which has' pub- 
lished buy recommendations 
on both stocks and raised 
earnings estimates for the 
companies. The broker says 
Perpetual had “maintained 
its position a market leader 
through consistently good 
investment performance”. 

CSFB believes M&G, 
which has been criticised for 
lagging in the performance 
league, had achieved “much 
improved investment perfor- 
mance” since restructuring 
its investment department 
Perpetual rose 30 to E38-25 
but M&G eased 2% to 
£17^2%p. 

Chiroscience, the biotech 
company which has 
announced a tie-up with 


Zeneca, added 25 at 348 V a p 
with the additional help of a 
Dresdner Kleinwort Benson 
bay recommendation. 
Zeneca lifted 58 to £26.32. 

Chemicals gio i q ? Albright 
& Wilson rose 5 to lTSVsp as 
analysts returned from a 
visit to the group's Mexican 
operations. 

The visit coincided with a 


The recent trend of strong 
results from housebuilders 
continued with Alfred 
McAlpine rising 5 to 276p 
after pre-tax profits more 
than doubled. The compa- 
ny’s results emphasised the 
strength of UK housebuild- 
ing, where margins had 
increased, while in contrast 
the US operations faced 
tougher competition. 

Elsewhere in construction- 
related stocks. Blue Circle 
rpgainp d some of the ground 
lost following downgrades 
prompted by its results on 
Monday. 1 he shares rose 3 to 


FUTURES AND OPTIONS 


The reaction of Argos 
shares suggested GUS will 
have to increase the price it 
is prepared to pay for the 
catalogue retailer in order to 
succeed in its bid. 

Argos was up 21V> to 645p 
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sharp rise in the price of in the face of a renewed 
phosphates, which make up attack from GUS, which yes- 


LONDON RECENT ISSUES: EQUITIES 


a large proportion of today got clearance for its 
Albright’s business. A recent S70p a share hid. 
article in the trade press GUS shares rose 23% to 
points to the first rise in the 765p. The Argos defence doc- 
chemical, which Albright ument is due out tomorrow 
converts to detergents and as traders are increasingly 
flame retardants, for more saying GUS may have to 
than two and a half years. increase its bid to 675p or 

possibility 700p. The defence 

IP! in favniir 13 ex P ecte<1 t0 include a 

IU 1 in favour £400m shar p buy-back. 

ICI raced higher in late Stocks In companies 
trading and settled 60 up at exposed to the strength of 
£11.25, one of the best sterling suffered as the 
blue-chip performances. It pound made further 
appeared that analysts advances during the day. 
returning from the Albright Foremost among those 
& Wilson trip had a chance was CSC, one of the worst 
to go over ICTs recent acqui- performers in the FTSE 100 
sitions and liked what what as the shares dropped 11 to 
they say. 462p. British Steel, the most 

Watmoughs, the printing geared play to the strength 
group facing bids from Que- of sterling, was off 1% at 
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becor of ffanarfa and Invest- 
carp* the Bahrain-based 
group, dipped 1% to 332p. 

There were some hints 
that the higher Investcorp 
approach could face regula- 


140% p, while among engi- 
neering-related shares, GEN 1 
shed 20 to £15.95 and Siebe 
lost 12 to KI2.9L 
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tory problems. But dealers ’malaise of the sector. The 


said the chief executive of 
Quebecor was busily meet- 
ing people in London yester- 
day. One suggested the 
rumours might emanate 
from the Quebecor camp. 


company achieved one of the 
best performances in the 
FTSE 100 as it gained 12% to 
254p following positive com- 
ment after its results on 
Tuesday- 
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No sign yet of any slackening in bull run f^ eup hori a 
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The first quarter of 1998 may 
be over, but there was no 
sign of the bull market's 
pace slackening in western 
markets yesterday, writes 
Philip Coggan. 

Whereas the Tokyo stock 
market struggled to come to 
terms with the new Big 
Bang era, another set of 
European bourses estab- 
lished record closing highs. 
Leading the pack were 
Copenhagen, Frankfurt. Hel- 


sinki, Madrid. Milan, Paris 
and Zurich. 

Activity in continental 
Europe Is steadily picking 
up, as was shown by the pur- 
chasing managers’ indices in 
Germany and Italy, which 
both revealed healthy manu- 
facturing sectors. 

Given the low level of 
inflation across Europe, this 
is the stage of the cycle 
where equity markets can 
take heart from signs of a 
buoyant economy, rather 
than worry that central 


banks will start to raise 
Interest rates. 

“The markets are telling 
you that there is a huge 
amount of value creation in 
Europe,” says Gary Dugan of 
J P Morgan Securities. 
“Lower bond yields and 
higher returns on capital 
constitute an environment 
made in heaven for Euro- 
pean equities. Most markets 
may not rise another 30 per 
cent but we believe there is 
still scope for returns that 
will beat cash, bonds and 


most other major equity 
markets in the world.” 

Morgan has cut Its recom- 
mended weightings In Italy 
and Switzerland from over- 
weight to neutral and 
reinforced the overweight 

positions In France and the 

Netherlands. 

In Japan, the Nikkei 225 
fell nearly 2 per cent, 
dragged down by the col- 
lapse of a finance company, 
Daiichi. Bank shares were 
under pressure on fears that 
the Big Bang reforms would 


weaken their position. Mean- 
while, comments by Eisuke 
Sakakibara, the vice finance 
minister known as “Mr 
Yen", failed to give the Japa- 
nese currency Tnm-h support. 

“The arrival of Japan’s Big 
Bang means, among other 
thing s, that many domestic 
funds are now allowed to 
invest overseas," said Robin 
AspinaU of National Austra- 
lia Bank. “Stand by for a 
dangerous few days as the 
Nikkei and yen lurch down- 
wants." 


Gail Foster, chief econo- 
mist of the Conference 
Board, yrfd that while Asia's 
financial markets had stabi- 
lised, their recovery would 
be threatened by the slug- 
gish economy in Japan. 

She said the region should 
enjoy a clear recovery by 
mid-1999, but It was ques- 
tionable whether previous 
growth rates of 6-7 per cent 
could be regained. 

Currencies, Page 21 
London market, Page 28 


Dow recovers 
after weak 
start to day 

AucDirac chasing Management 

- showed a rise in business 


Dax back in record territory 


EUROPE 


FTSB Actuaries Share indices 


European seried 


Wall Street made a calmw 
start to the new quarter, fol- 
lowing Tuesday's volatile 
session, writes John Lnbate 
m New York. 

“There was a lot of end-of- 
th e-quarter activity yester- 
day. Today is like the day 
after the party," said Dan 
Mathisson, head stock trader 
at D.E. Shaw Securities in 
New York. “The market’s 
just drifting around." 

The Dow Jones Industrial 
Average slumped 50 points 
in early trade, but had recov- 
ered by midday. By noon, 
the blueohlp index was 15^0 
higher at 8.815.01, but the 
broader Standard & Poor’s 
500 Index was up by less 
than one point at 1,101.81. 

Technology and small-cap 
shares were holding up, with 
the Nasdaq composite index 
up 1.31 to 1,83649. The Rus- 
sell 2000 index of small com- 
pany stocks gained 1.74 to 
482.42. 

Leading computer retailer 
CompUSA tumbled 18 per 
cent or $4% to $21% after a 
warning about weaker 
fourth-quarter gross mar- 
gins. 

Tobacco stocks were also 
sharply lower on dimming 
expectations of an agree- 
ment between companies 
and regulators. 

RJR Nabisco fell $1% to 
$30ft, while Philip Morris, a 
Dow member stock, lost ¥2 
to$39fe. 

A downgrading by Paine 
Webber sent Deere shares 
down $ 7 / a to $61ft . 

Treasury bonds were 
mixed alter a report by the 
National Association of Pur- 


activity without pricing 
pressures. The benchmark 
long bond was down & to 
102ft. yielding 5348 per cent 

In spite of the downcast 
tone In the market, some 
stocks pulled higher. Oxford 
Health Plans rose 5 per cent 
or $y, to Ji5{4 after a new 
executive was named. 

In the transport sector. 
Air born Freight gained Rift 
to $39g after Morgan Stanley 
raised its rating to “strong 
buy”. 

Lycos, the internet com- 
pany, rose by more than 7 
per cent or $3V& to $47% after 
announcing new service 
agreements with several 
companies, including 
CDNow. Shares of CDNow 
gained more than 6 per cent 
or $1% to $25%. 

Adaptec climbed $% to 
$20% after the company’s 
annminfiwnAnt of job CUtS on 

Tuesday. 

TORONTO was weak at 
midsession, weighed down 
by a dull gold sector, and the 
TSE-300 composite index lost 
3530 to 7,522.70 in volume of 
28m shares. 

Analysts noted that 10 of 
the market’s 14 sub-indices 
opened lower, led by dips in 
the gold and conglomerates 
sectors. By contrast, the 
metals, and oil and gas 
groups just managed to keep 
their heads above water. 

Philip Services eased 10 
cents to C$14.65 on news 
that it would take an addi- 
tional $13.6m in pre-tax 
charges for 1997, on top of 
previously announced 
3185.4m in charges, to cover 
losses from copper trading. 


Shares in FRANKFURT 
returned to record territory, 
but closed off their best lev- 
els of the day after Wall 
Street's uncertain early 
trend. The Xetra Dax Index 
finished late electronic trade 
36.10 better at 5,13535, off a 
high of 5.17039. 

Mannesman!! was the big- 
gest gainer in the Dax. 
advancing DM84 to DM1,430. 
This extended its rise since 
the start of March to more 
than 30 per cent, helped by a 
number of buUish assess- 
ments on the company. Last 
week, Morgan Stanley 
repeated its strong buy 
recommendation and raised 
its target price on the stock 

to DM1,550. 
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Mexico City eases off 


MEXICO CITY was easier at 
midsession with the IPG 
index registering a loss of 
12.76 to 5,003.46. Analysts 
S3id that investors were 
already in a holiday mood 
ahead of Easter, and they 
were also waiting for the 
first-quarter earnings to 
start coming in. 

Market be 1 wether Telmex 
L shares were unchanged at 
24.10 pesos. 

Broadcaster TV Azteca 
CPO shares fell 75 centavos 
to 4235 pesos and financial 


group Banorte B shares were 
down 30 centavos to 13.50 
pesos. 

CARACAS edged lower in 


amumnar 

The merging Bavarian 
banks were also sharply 
higher after Tuesday's 
annual news conference. 
Hypo-Bank added DM435 to 
DM10530 and Vereinsbank 
was marked DM5.50 up to 
DM140.40. 

Motor stocks continued to 
be actively traded in 
response to Monday's news 
that BMW was to buy 
Britain's Rolls-Royce Motor 
Cars. 

BMW was DM33 higher at 
DM2,084, while VW, which 
denied that it had raised Its 
unsuccessful bid, rose DM26 
to DM1.451. 

PARIS closed at a second 
consecutive high, helped by 
the dollar's strength. The 
CAC 40 index rose 7.50 to 


3,88331. off a high of 331L59. 

Air Liquide, the industrial 
gasses company, jumped 
FFr68 or 6.5 per cent to 
FFrl.118 after one broker 
raised its rating and earn- 
ings estimate on share 
after the r-hMirman gave a 
bullish forecast at an ana- 
lysts' meeting an Tuesday. 

Bouygues picked up to a 
high of FFr1,127 on better- 
than-expected 1997 net prof- 
its before turning back to 
close FFr38 lower on the day 
at FFr1,044. The turnaround 
followed a reported board- 
room dispute over concerns 
about the capital cost of 
Bouygues 1 telecommunica- 
tions strategy. 

Pinault-Printemps, up 
sharply on Tuesday, fell 
FFr167 to FFr4,623 after the 
company denied rumours 
that it planned to sell its 
Prin temps store chain. 

Dexia advanced FFr29 to 
FFr859 ahead of its results, 
after the market’s dose. 

ZURICH extended its : 
beady foray to the peaks and 
the SMI index climbed SO to 
7,615.5. 

Among the financials, CS 
Group stood out with a rise 
of SFrlO to SFr315 on a 
retelling or old rumours that 
a merger or acquisition was 
in the air. 

Nestle, a recent outper- 
formed rose another SFr7 to 
SFr2,920 as Salomon Smith 
Barney upgraded the stock 
and set a 12-month price tar- 
get of SFr3,300. 

SMH, down SFrl4 to 


SFT965. was weighed down 
by news that Swiss watch 
exports to Asia fell 20 per 
cent in the two months to 
February because of the 
region's economic crisis. 

Richemont, th<« consumer 
products group, climbed 
SFO50 to SFr24SQ9 as Leh- 
man Brothers began cover- 
age of the stock and forecast 
that the share price could 
double over the next one or 
two years. 

Among smaller shares. 
Moevenpick rose SFr50 to 
SFrSiO in the wake of its pos- 
itive 1997 results. 

Venture company Tege 
soared SFrl2.50 to an 
all-time high of SFrlig on 
expectations that its sole 
product, a french fry 
vending machine, would 
soon hit the market after 
lengthy testing. Traders said 
the price was driven, by 


expectations that the com- 
pany would start mass- 
prod ucing the machines. 

AMSTERDAM was driven 
up by a rally in blue chips, 
supported by the rise in the 
dollar and strength of Ger- 
man shares. The AEX index 
added 1637 or 1.4 per cent to 
1,143.08. 

Royal Dutch benefited 
from an improved view on 
oil prices and gained FI 330 
to FI 12130 on bargain-hunt- 
ing. Unilever rose FI 9.60 to 
FI 14030 while ING advanced 
FI 130 to FI 119.60 ahead of 
its earnings announcement 
on Thursday. 

MADRID was lifted by a 9 
per cent rise In Argentaria 
as foreign buyers targeted 
the bank. The general index 
closed a volatile session up 
10.06 at a record 898.73. 
Argentaria rose Ptal30Q at 
Ptal4J200 while Telefflnica 
gained PtalSO or 13 per cent 
to Pta7,050. 

MILAN finished at a 
record high as declining 
bond yields supported a shift 
into equities. The Mibtel 
index rose 580 or 2.4 per cent 
to 25,163, led by banking 
shares. 

Speculation of mergers 
triggered rallies in banks. 
San Paolo jumped L2.515 or 
93 per emit to L27347, while 
Banca Commerciale rose 
L630 or almost 7 per cent to 
L9.717. 

Written and edited by 
Michael Morgan, Emlko 
Terazono and Paul Gregan 


The Lisbon stock market, 
where the BVL 30 index has 
gained 47 per cent since Jan- 
uary, he ft been one of the 
biggest beneficiaries of what 
one Portuguese analyst 
describes as “euro eupho- 
ria". The term denotes a 
flood of funds Into equities 
because of the rapid conver- 
gence of European Interest 
rates to German levels ahead 
of the single currency. 

In Portugal, this liquidity 
flow is the one element that 
could drive indices even 
higher this year in a market 
where analysts say share 
prices are now approaching 
fair value. 

"New money coming into 
the market is creating very 
strong pressure that makes 
- normal valuations based on 
prlce/eamtngs ratios ineffec- 
tive,” says Diego Hernando, 
bead of research at Midas 
Investimentos. the Lisbon 
brokers. “You have to go 
back to the drawing board to 
take the effect of liquidity 
flows more strongly into 
account" 

The flood of money into 
equities contributed to Mr 
Hernando’s forecast of a 50 
per cent gain for the BVL 30 
in 1998. His estimate was 
made last December, after a 
gain of more than 100 per 
cent over the previous two 
years, when the consensus 
forecast was 25-30 per cent 

But Mr Hernando’s opti- 
mistic forecast has almost 
been overtaken in little more 
than three months. 

Jose salgado, head of 
equity at Banco Finantia. 
says the market had dis- 
counted Portugal's member- 
ship of European economic 
and monetary union more 
than six months ago. Portu- 
gal, one of the fastest-ex- 
panding economies in the 
European Union, was now 
benefiting from a flow of 
funds into southern Euro- 
pean economies, partly in 
response to the Asian crisis. 

“Because liquidity pres- 
sure is so strong, the fact 
that Portuguese shares are 
reaching the top end of their 
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valuations In terms of corpo- 
rate earnings ho longer 
applies,” Mr Salgado says. 

A foil in interest rates has 
been the driving force 
behind rapid growth in Lis- 
bon. upgraded at the end of 
last year from emerging to 
developed market status. 
Rates on t O-year government 
bonds have fallen 2.3 per- 
centage points over the past 
two years to 53 per cent and 
arc now almost equal to Gor- 
man rates. 

But short-term rates have 
a further 63 basis paints to 
fall to the core European 
level, a convergence expec- 
ted to stimulate further 
liquidity flows into shares. 

Falling interest rates have, 
also contributed to a strong 
lift in corporate profits. 

But most of the — mlagi 
growth in Portuguese com- 
panies has been due to tower 
interest rates and the result- 
ing improvement in debtto- 
capital ratios; the g r ow t h of 
operating profits generally 
has not risen above strode 
digits. 

“Tbere is not much roam 
for any disappointments in 
terms of company profits or 
interest rates." says one 
asset manager. Either of 
these would almost certainly 
trigger a correction and 
most analysts agree that a 50 
per cent gain by the end of 
1988 is as much as Lisbon 
can expect. 

Peter 'Wise 



SHAREHOLDERS 1 MEET 


• ■ rr-te. 


Shareholders are hereby informed that the Board of Directors is to convene a Combined General 
Meeting (Annual Ordinary and Extraordinary), to be held on Wednesday, May 13, 1998, at CNIT 
La Defense - Amphitheatre Goethe - 2, place de la Defense - 92053 Paris La Defense at 10 a-m. 
on the following agenda : 


RMB plans lift financials Agenda 


index was 64.64 lower at 

7,62 Lis. SOUTH AFRICA 14.377.6, helped by RMB 

Telephone monopoly Holdings’ plans to create a 


CANTV eased 18.50 bolivars 
to 3,06530 bolivars. 

SAO PAULO was pulled 
down by a weak telecommu- 
nications sector and by mid- 
session the Bovespa index 
was 78 weaker at 11,869. 


A spending spree by 
domestic and offshore insti- 
tutions sent Johannesburg 
to an all-time high. The over- 
all index closed 139.1 higher 
at 7,710-8. 

Flnancials rose 249.1 to 


financial services group. 
RMB rose 125 cents to 
R 1 3-50. Industrials rose 1473 
to 8897 and golds 28.4 to 842. 

Anglo moved up R1030 to 
R241 as benchmark De Beers 
gained 80 cents to R110.60. 


F alling under the authority of an Ordinary 
General Meeting 


Falling under the authority of an Extraordinary 
General Meeting 








Report of the Board of Directors and Auditors’ - Report of the Board of Directors 

general report on the transactions and accounts - Special Report of the Auditors 


Daiichi failure unnerves Tokyo 


WIAPM1F1C 

Fears of further corporate 
failures and the gloomy eco- 
nomic outlook triggered a 
bout of nervous trading and 
sent Tokyo lower, vorites 
Michiyo Nakamoto. 

The Nikkei 225 average foil 
more than 2 per cent daring 
the day before recovering to 
close down 285.51 or 1.7 per 
cent at 16341.66. The index 
moved between a high of 
16,440.76 and a low of 
16.147.75. 

Investors were unnerved 
by news that Daiichi. the 
consumer finance company, 
would be liquidated after its 
banks refused to continue to 
support it 

The collapse of Daiichi set 
the tone for gloomy trading 
on the first day of the new 
fiscal year as fears of further 
failures arose. Expectations 
that the Bank of Japan's 
quarterly tankan survey oF 
business sentiment today 
would show further weaken- 
ing added to the grim mood. 
The yen's continued decline 
against the dollar further 
dampened spirits. 

The mood was aggravated 
by frustration over the lack 
of effective policy initiatives 
to counter the country’s eco- 
nomic woes. 

The ruling Liberal Demo- 
cratic party unveiled a new 
three-year deregulation pro- 
gramme on Tuesday, but 
this failed to generate much 


enthusiasm. The LDP contin- 
ued to send unclear si gnals 
about its economic stimulus 
package. 

While there is a growing 
consensus that the package 
is likely to include income 
tax cuts, the LDP has 
refused to clarify that point 
for fear of arousing criticism 
of its policy reversal. 

The Topix index of first- 

Sooth Korea 

Korea Compote 
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section stocks fell 20.17 to 
1,231.53. Trading volume 
declined to 550m shares from 
650m on Tuesday. 

Among widely traded 
issues, commercial banks 
were sold heavily as fears of 
the negative Impact of finan- 
cial deregulation on Japa- 
nese financial institutions 
spread. 

Sakura Bank Tell Y52 to 
Y421 and Long-Term Credit 


Bank declined Y1S to Y214. 

JAKARTA lost 33 per cent 
on concerns over inflation 
and President Suharto’s 
health. The composite index 
lost 17.48 to 52335 a s inves- 
tors also braced themselves 
for the release of March 
infla tion figures today. . 

Companies with large bor- 
rowings. which had rallied 
on expectations of a debt 
rescheduling by foreign 
banks, lost ground. Astra 
lost Rpl25 to Rp2,025 and 
Indofood declined Rp275 to 
Rp3.523. 

HONG KONG sank 1.6 per 
cent as buyers and futures- 
related traders dropped out 
of the market after the close 
of first -quarter accounting 
books on Tuesday, 

The Hang Seng index lost 
lost 18736 to 11,331,42 in 
turnover that fell to 
HE$6ibn. 

SEOUL extended the losses 
seen since the start of last 
month in the continued 
absence of foreign demand. 

The composite index, 
which picked up 60 per cent 
in the first two months of 
1998, lost DL82 or 2.7 pa* cent 
to 46832, stre tching to 18.5 
per cent Its losses since its 
high for the year on March 2. 

Some brokers fear the 
index may now fall to 
between 400 and 420. 

They point to concerns 
that corporate defaults could 
increase again as large 
amounts of three-year corpo- 


rate bonds come due in April 
while companies face finan- 
cial difficulties. 

KUALA LUMPUR dropped 
2.7 per cent Investors dem- 
onstrated their disappoint- 
ment with a number of 
recent corporate reports and 
there was an absence of 
fresh Incentives to buy. The 
composite index finished 
19.47 lower at 700.05. 

SINGAPORE was lifted 
from the day's lows by a late 
rally, but analysts cautioned 
that the support may have 
come from dealers with over- 
the-counter derivatives 
based on the index. 

The Straits Times Indus- 
trial index picked up from a 
low of 1,586.47 to close 29.06 
lower on the day at L600.12. 

MANILA fell for the fifth 
consecutive day as the peso 
weakened against the dollar. 
The composite index fell 
29.05 or 13 per cent to close 
at a two-week low of 230937. 

The currency weakened to 
38.3 pesos to the dollar 
against the previous ses- 
sion's 3739 pesos, prompting 
profit-taking. DMCI Holdings 
fell 0.8 pesos or 10 per cent 
to 2.7 pesos. 

WELLINGTON posted 
strong gains thanks to a 
rally in NZ Telecom. The 
overnight rise on Wall Street 
also helped sentiment and 
the NZSE 40 capital index 
rose 4444 or 13 per cent to 
2332.72. NZ Telecom rose 25 
cents to NZ$837. 


for the year ended December 31, 1997 

- Approval of these reports, the accounts and the 
balance sheet at December 31, 1997 

- Appropriation of net income, determination of 
the dividend and of the date of payment 

- Special Report of the Auditors on the agreements 
covered by Article' 101 of the French Companies 
Act of July 24, 1966 

- Authorization co be given to the Board of Directors 
to trade in the Company’s shares on the Stock 
Market in order to stabilize the price if necessary. 

- Renewal of the mandate of two Directors 

- Renewal of a statutory Auditor 

- Appointment of a statutory Auditor 

- Renewal of the alternate Auditors 


- Capital increase reserved for employees partici- 
pating in an Employee stock ownership plan; 

- Authorization to be given to the Board of Directors 
to act on the authorizations to issue securities 
while a takeover bid is in progress. 

- Authorization to be given to the Beard of Directors 
to cancel the shares of the Company within 
a limit of 15 million shares. 

THE BOARD OF DIRECTORS 
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